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INTRODUCTION 


The Patent Act of 1952, which became effective Janu- 
ary 1, 1953, contains a section which finds no counterpart 
in any of the earlier patent statutes. This section * deals 
with infringement of patents. 

Heretofore the legislative branch of the government 
has been content with the creation of the patent right, 
leaving it to the judicial branch to settle the question of 
infringement when requested to do so by patent owners. 
Under these circumstances the courts evolved their own 
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ideas, their own rules of interpretation, their own law on 
infringement, with no legislative guidance. 

The reason why Section 271 appears in the new law 
is that the 162-year experiment of getting along without 
a statute covering this matter has not worked out very 
well. It has not worked out because twice during that 
period the courts have departed from the fundamental 
principles underlying the patent system. The first time 
they went to excesses in indulging patentees, getting them 
into bad habits of economic behavior which even now 
have not been entirely dissipated. This excess was not 
corrected by legislation, except for Section 3 of the Clay- 
ton Act,’ because the courts took the matter into their 
own hands and made their own correction, within the 
field of general patent law. 

If patentees, and their advisors, had heeded, at that 
point, the clear handwriting on the wall and had ceased 
pressing for economic advantages to which they were 
clearly no longer entitled, the matter might have stopped 
there. But the momentum was too great to stop with any- 
thing but a blunt instrument. This instrument was in due 
course evolved out of an old maxim of equity, “he who 
comes into court must come with clean hands.” It is in 
its application to patent law that we find the second 
period of excess from which we have been suffering, and 
again a departure from fundamentals. 

Translating all of this into patent law jargon, the first 
excess was a period of undue expansion of the doctrine of 
contributory infringement. The second period of excess, 
now only 22 years old, was the ever-expanding doctrine 
of the misuse of patents. Both of these were departures 
from fundamental principles and to consider them in- 
telligently it is necessary to pause to consider what these 
principles are. Otherwise we are floating around in a 
vast sea of words with no landmarks to guide us. 


238 Srar. 731 (1914), 15 U.S.C. §14 (1946). 
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I 
THE FUNDAMENTALS 


The patent law is an incentive system. The incentives 
needed to make normally slothful, normally selfish human 
beings produce inventions, disclose them to the public, 
and supply the necessary capital to perfect them and get 
them on the market must be powerful. However much 
we may try to elevate human nature it still seems to be 
generally accepted that self-interest is a powerful force. 
A recent issue of Life magazine devoted to the American 
economy sums the matter up thus: 

At the heart of the U.S. system are indeed many motives—as 
many, perhaps, as in democracy itself. Yet one motive remains 


fundamental, in theory and in fact. This is the old selfish hope of 
self-betterment, also known (forgive the expression) as money.® 


Another word for money is profit. It has been known 
for thousands of years that the holder of a monopoly of 
anything for which there is a demand stands to profit 
from it. 

During the 330 years since England’s Statute of Mo- 
nopolies* there has been a well recognized distinction 
between bad or illegal monopolies which are against 
public policy and good or legal monopolies which are 
not. A monopoly which deprives the public of something 
it already has is bad. The monopolist profits at the ex- 
pense of the public. The price of a commodity or serv- 
ice goes up. On the other hand, a monopoly which is 
given as an incentive to provide the public with some- 
thing which it has never had before, which is limited to 
the contribution made, is different in kind. Instead of 
losing something the public gets something new. The 
right to exclude given by a patent is such a monopoly. 
Aside from this basic characteristic, there are two further 
limitations which we have always seen fit to impose on 
the patent monopoly: (1) It is of /imited duration, obvi- 


3 Life, Jan. 5, 1953, p. 46, col. 2 
4 Statute of Riese, 1623, 21 jac. Lic. % 
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ously because it is felt that a 17 year monopoly is a suf- 
ficient incentive to carry out the constitutional purpose of 
promoting the progress of the useful arts; (2) It is not 
given for improvements which would be obvious to skilled 
workers in the arts, because other forces can be expected 
to produce such improvements without a special incentive. 
It is difficult to see how the public good requires anything 
beyond the reasonable enforcement of the three limiting 
factors just mentioned. 

It is essential to keep in the forefront of our thinking 
the fact that a patent is a monopoly because its only value 
as an incentive depends upon securing to its owner mo- 
nopoly power over the invention. That is the only thing 
that gives the possibility of profit. The economic power 
of monopoly is the mainspring of the patent system, a 
system whose ultimate purpose is the public good. 
Weaken or destroy the monopoly and you weaken or 
destroy the system. 

At best the value of a patent monopoly is highly specu- 
lative. The percentage of moneymaking patents is low; 
the cost of obtaining them is high. Attempting to enforce 
them by litigation is very expensive indeed. Add to this 
a doubt about validity due to a “get tough” policy about 
a vague concept such as “invention,” and their value as 
incentives is substantially diminished. Worst of all, how- 
ever, is the development of a doctrine under which cer- 
tain types of patents are incapable of enforcement, par- 
ticularly “new use” inventions, where the invention is 
claimed as a process, or as a composition with common 
vehicles like water or oil, and combination inventions 
where the claims cover combinations of elements, neces- 
sarily separated in use, or impractical to sell together, or 
possible to sell separately. Such patents are a substantial 
percentage of all the patents granted. It is a fraud on 
the public to issue such patents and then blandly inform 
their owners in the midst of litigation that “it is without 
significance” that there is no way either to exploit or 
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enforce the patent without committing such “misuse” as 
will deprive the patentee of the aid of the courts. If this 
had been permitted to continue for much longer, the in- 
centive of the patent system would have been almost 
entirely removed from inventions of these types. 

For this reason, and because some people realized what 
was happening and decided to do something about it, we 
now have Section 271. Its purpose is to correct an in- 
justice and restore the equal protection of the patent law 
to all the types of inventions on which the statute author- 
izes the grant of patents. 


II 
BACKGROUND OF SECTION 271 


Section 271 is best understood against the background 
of the development of the two doctrines which are in- 
volved in it. One is contributory infringement; the other 
is misuse. Both are fairly modern, considering the age 


of law as a whole, but both have ancient origins. 

Contributory infringement is an expression of the old 
common law doctrine of joint tort feasors, summarized in 
American Jurisprudence as follows: 


One who commands, directs, advises, encourages, procures, 
instigates, promotes, controls, aids, or abets a wrongful act by 
another has been regarded as being as responsible as the one who 
commits the act, so as to impose liability upon the former to the 
same extent as if he had performed the act himself. The liability 
in such case is joint and several.® 

The misuse doctrine is a specific application to patent 
law of the old equity maxim that “he who comes into 
court must come with clean hands.” 

There is an important difference between these two 
matters. The law of joint tort feasors has to do with the 
conduct of the defendant. His liability depends on what 
he, the defendant, has done. According to the unclean 
hands doctrine the defendant’s conduct is immaterial; the 


552 Am. Jur., Torts, § 114 (1944). 
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court withholds its aid from the plaintiff because of what 
he, the plaintiff has done. Failure to consider this dis- 
tinction in the early days of the misuse doctrine, right 
after the decision by the Supreme Court of the Carbice 
case,” led to much confused thinking along these lines: 

The suit was for contributory infringement. The defendant 


prevailed. The Court held, therefore, that the defendant’s acts 
were not contributory infringement. 


Mr. Justice Roberts made this very mistake in his dis- 
senting opinion in the Mercoid case.’ But the court in the 
Carbice case said nothing of the kind. It considered only 
the plaintiff’s conduct and denied relief, 

because the Dry Ice Corporation is attempting, without sanction 


of law, to employ the patent to secure a limited monopoly of 
unpatented material used in applying the invention.*® 


That statement is the first pronouncement of the misuse 
doctrine. Up to that time, 1931, the courts had been con- 
tent to rest their judgments on the infringement question 
or on the invalidity of so-called license restrictions. The 
switch was so sudden it is not surprising that it was 
missed. 

Before considering how misuse evolved during the next 
22 years, let us turn back now to the concept of con- 
tributory infringement and see how it developed. 


III 
CONTRIBUTORY INFRINGEMENT 


The reason behind the birth of this doctrine is to be 
found in our practice of claiming inventions, under which 
the claim not only has to point out what was invented 


= + ae Corp. of Am. v. Am. Patents Development Corp., 283 U.S. 27 
( ). 


7™Mercoid Corp. v. Mid-Continent Investment Co., 320 U.S. 661, 674-675 
(1944) (hereinafter referred to as the Mercoid case). 


> _ Corp. of Am. v. Am. Patents Development Corp., 283 U.S. 27, 33-34 


(1 
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but also has to define the scope of the patent monopoly 
so that others may guess at what will or will not be con- 
sidered an infringement with some degree of accuracy. 
On top of these basic requirements the Patent Office has 
imposed its own special rules on the form of claims, some 
having nothing to do with either requirement, one of 
which is that a claim must describe a complete and opera- 
tive structure or process. While this rule is not applied 
universally, it is sufficiently followed or insisted on to 
have affected the form of the claims of a large percent- 
age of patents. 

Superimposed on this is the strict rule of the courts 
that a claim is not infringed unless it reads on the struc- 
ture or process made, used or sold by the defendant—at 
least it is not directly infringed. 

As the law and the practice aged and began to lose 
the flexibility of youth, overly smart people thought they 
saw a way to steal inventions and avoid infringement, but 
the courts were more than a match for them. 

The first reported case of “contributory” infringement 
is believed to be Wallace v. Holmes,’ wherein a complete 
kerosene lamp was claimed, the invention being in the 
burner, and the defendant sold the lamp of the invention 
minus its chimney and defended on the ground of no in- 
fringement for that reason, the chimney being an element 
specified in the claim. The patentee said it was a “virtual 
infringement” and the court granted recovery, character- 
izing the defendant as a tort feasor. 

In Saxe v. Hammond * the defendant sold an element 
capable of use in a patented combination, but capable of 
other uses, and was let off for lack of any evidence con- 
necting him with an infringement. Wallace v. Holmes 
was distinguished on the ground that in that case there 
had been a “certain inference” of infringement. The 


929 Fed. Cas. 74, No. 17, 100 (C.C.D. Conn. 1871). 
102] Fed. Cas. 593, No. 12, 411 (C.C.D. Conn. 1875). 
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same result was reached for the same reason in Snyder v, 
Bunnell,” which was probably the first case using the 
term “contributory infringement.” Thus the idea of “in- 
tent” came into the law. 

From the earliest times there was an awareness that 
something more than the sale of an element with intent 
that it be used in a patented combination must exist. In 
Millner v. Schofield” the defendant sold stovepipe, el- 
bows and sheet iron expecting them to be used to make a 
patented tobacco barn heater consisting of a furnace, 
flues, valves and water pans. The court held that it must 
be shown that the parts sold were useless in any other 
machine and that it would be “a too violent interference 
with trade” to confine their sale to the patentee unless 
they were so useless. 

Right here let us compare the lamp case and the stove- 
pipe case as examples of an important point. In the lamp 
case the defendant’s lamp was a complete appropriation 
or theft of the patentee’s invention. In the stovepipe case 
the defendant was selling staples in which no part of the 
‘invention was present. In the lamp case the monopoly 
was not extended beyond the invention, though it was ex- 
tended beyond the strict verbal limitations of the claim, 
as it had to be in order to protect the invention. If plain- 
tiff had recovered in the stovepipe case he would have 
had a limited monopoly of all of the stovepipe and sheet 
iron that went into his patented heaters and would have 
engrossed a market, created by his invention, for com- 
mon commodities. Whether or not this was to be per- 
mitted was the dispute that raged through the courts for 
many years. Sometimes it was permitted and sometimes 
not until the Court of Appeals for the Sixth Circuit said 
it was legal in the notorious Button Fastener Case,” 
where the defendant sold wire staples for fastening but- 

1129 Fed. 47 (C.C.S.D.N.Y. 1886). 


1217 Fed. Cas. 392, No. 9609a (C.C.W.D. Va. 1881). 


13 Heaton-Peninsular Button-Fastener Co. v. Eureka Specialty Co., 77 Fed. 
288 (6th Cir. 1896). 
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tons to shoes, knowing that they would be used in a 
patented machine contrary to a restriction imposed on 
purchasers of the machine. This was good law for twenty- 
one years and was approved by the Supreme Court in 
1912 in Henry v. A.B. Dick.* 

Five years later in the Motion Picture Patents case," 
the Supreme Court overruled the Dick case, reversing a 
departure from the fundamental principle that a patent 
grants a monopoly only on the contribution made to the 
public, that is to say the invention, and is not a monopoly 
of the materials which go into its production, or which it 
uses, or consumes, or dispenses. 

It should be mentioned that the Button Fastener, Dick 
and Motion Picture cases all involved a particular kind of 
contributory infringement based on restrictive, so-called, 
license notices which were attached to machines which 
were sold. The Motion Picture case was not a misuse 
case as is stated in a footnote in the Mercoid case opinion 
by Mr. Justice Douglas.** In the Motion Picture case all 
three courts concurred in holding that the license restric- 
tions were against public policy and void, and dismissed 
the suit because there was no basis for the suit. That 
amounts to saying there was no infringement. The Car- 
bice case, as stated above, was the first misuse case, and in 
it Mr. Justice Brandeis, who wrote the single brief opin- 
ion, accepted the continuing existence of the doctrine of 
contributory infringement by distinguishing Leeds & 
Catlin v. Victor™ as “an ordinary case of contributory in- 
fringement,””** the word “ordinary” presumably meaning 
absence of conduct by the patentee contrary to public 


14224 U.S. 1 (1912) (opinion by the same judge who wrote the Button Fas- 
tener opinion, supra note 13 


rt Picture Patents Co. v. Universal Film Mfg. Co., 243 U.S. 502 
(1917). 

16 Mercoid Corp. v. Mid-Continent Investment Co., 320 U.S. 661, 668 (1944). 
This statement was recently repeated in Clapp, Some Recent Developments in 
Patent Antitrust Law, 34 J. Pat. Orr. Soc’y 945, 950 (1952). 

17 Leeds & Catlin Co. v. Victor Talking Machine Co., 213 U.S. 325 (1909). 

vt Corp. of Am. v. Am. Patent Development Corp., 283 U.S. 27, 34 
a ’ 
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policy. In that case, the thing sold by the defendant, a 
phonograph record, was said by the court to constitute in 
itself “the advance upon the prior art.” In other words, 
it was the heart of the invention, the very thing invented 
by the patentee. Thus it was parallel in its facts with the 
lamp case, Wallace v. Holmes. (In thinking about this, 
try to think back to the day (1909) when a flat record was 
not a staple as it is today, but a brand new invention.) 

After the Motion Picture case, in 1917, the doctrine of 
contributory infringement went along very much as it was 
before its inflation by the sustaining of restrictive notices, 
these having been illegalized by the combined effect of 
this decision and the 1914 Clayton Act. It should be 
noted, however, that the Motion Picture decision was not 
based on the Clayton Act, passed three years before. The 
court said that while it was confirmed in its conclusion by 
the passage of that law “as if in response to” the Dick de- 
cision, its conclusion rendered it unnecessary to apply it.” 
Even the Carbice case made no real change. It too was 
a type of restrictive notice case in which an attempt was 
made to monopolize the sale of a commodity used in the 
invention, which was one element of a claimed combina- 
tion. The Carbice result was clearly foreordained by the 
reiterated statements in the Motion Picture case to the 
effect that the patent right is restricted to just what the in- 
ventor has discovered, as defined in the claims of his pat- 
ent, and extends to nothing beyond that.” The birth of the 
misuse doctrine, like the birth of any infant, did not have 
any immediate effect except on the parties concerned. It 
did not even have a name. It was just “the rule of the 
Carbice case.” We can truthfully say also that it did not 
change the “doctrine of contributory infringement” at all, 
nor did later cases. It merely gave birth to an opposing 
doctrine which will now be considered. 


an Picture Patents Co. v. Universal Film Mfg. Co., 243 U.S. 502, 517 


20 Jd. at 510, 513. 
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1V 
DEVELOPMENT OF THE MISUSE DOCTRINE 


Thieves are ingenius scoundrels. As the lampmaker 
defendant in Wallace v. Holmes seized on a technicality 
in the law of claim interpretation in the hope of escaping 
liability, the modern invention thief is again seizing on 
the same thing and invoking “misuse” to nullify the doc- 
trine of contributory infringement. The misuse cases 
since the Carbice case have been manufacturing quotable 
clauses at a great rate all to the same effect as the state- 
ment in the Motion Picture case that the patent right is 
limited to the invention as defined in the claims of the pat- 
ents but with more emphasis on literal construction. 

Here we should pause to consider the essential charac- 
teristic of contributory infringement. It is any act a court 
can be persuaded to say is a violation of the patent right 
which is not a direct infringement. If a claim calls for 
ABC and the defendant sells ABC there is direct infringe- 
ment and no problem. If C is water and the defendant 
sells AB in a box labeled with instructions to add water, 
what then? Or suppose AB is a device to put on your 
furnace and C is the furnace. Assume that the invention, 
the new thing contributed to the public, resides wholly in 
AB and C in the environment. The modern technique of 
the thief under the misuse doctrine is to raise a hue and 
cry that AB is “unpatented” because C is the claim and 
public policy is against giving any protection to anything 
that is unpatented. Many courts accept the argument and 
in the process refuse any protection whatsoever even to 
what is patented. The baby is thrown out with the bath- 
water in the name of public policy. This kind of justice 
is truly blind. 

Contributory infringement within its proper bounds 
has always, by its very nature, given protection to some- 
thing not strictly within the claim, and in this sense alone 
“unpatented.” Notwithstanding this fact, Mr. Justice 
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Frankfurter called it “an expression both of law and 
morals” and said it “is accredited by legal history as well 
as ethics.”” Judge Taft said, “If this helpful rule is not 
to apply to trespass upon patent property, then, indeed, 
the protection which is promised the inventor is a poor 
sham.”” 

How then did the misuse doctrine evolve so as to 
eclipse contributory infringement, an eclipse which, log- 
ically, was complete but which actually was less than com- 
plete because many lower courts refused to follow Su- 
preme Court logic? 

The Carbice case laid the foundation. It held that the 
patentee of a transportation package had no right to be 
free from competition in the sale of solid carbon dioxide, 
a staple used therein, in which no new property had been 
discovered. Seven years later in the Barber asphalt emul- 
sion case the Carbice rule was applied and reaffirmed, 
Mr. Justice Brandeis saying, “By the rule there declared 
every use of a patent as a means of obtaining a limited 
monopoly of unpatented material is prohibited.”** Again 
he was talking of a staple, and again he said the Leeds & 
Catlin case was different. 

In the meantime, the lecithin litigation was proceeding 
in the lower courts, first against a contributory infringer, 
Ferguson, in an attempt to control another staple useful 
in a patented process. Relief was denied on the authority 
of the Carbice and Barber cases. Plaintiff's attorneys 
then concluded, erroneously, that they would have to sue 
the direct infringer and met with the same result. That 
was in the Warfield case* wherein it came out clearly that 
the basis of the decision was “that the plaintiff did not 
come into court with clean hands.” At this point, the pat- 


21 See Mr. Justice Frankfurter dissenting in Mercoid Corp. v. Mid-Continent 
Investment Co., 320 U.S. 661, 677, 678 (1944). 
Poy a Electric Co. v. Ohio Brass Co., 80 Fed. 712, 721 (6th 
ir. ; 
23 Leitch Mfg. Co. v. Barber Co., 302 U.S. 458, 463 (1938). 
1938); C. Ferguson Mfg. Works v. Am. Lecithin Co., 94 F.2d 729 (1st Cir. 
25 American Lecithin Co. v. Warfield Co., 105 F.2d 207 (7th Cir. 1939). 
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ent bar really began to appreciate the implications of this 
new doctrine, that the plaintiff’s acts controlled the out- 
come of the case and that the defendant’s acts were imma- 
terial. 

Then came the Morton Salt case, where the purpose of 
the suit was to restrain the sale of salt tablets for use in a 
patented machine. Salt is a staple if there ever was one, 
even if formed into tablets. The district court granted a 
motion for summary judgment” on the authority of the 
Warfield case and appeal was taken to the very court 
which had decided the Warfield case. It reversed!" The 
Warfield and Morton Salt opinions were by different 
judges. The Seventh Circuit Court of Appeals was 
blowing hot and cold. Of course, the Supreme Court 
took the case and reversed again,” making it clear that the 
application of the Carbice rule did not depend on viola- 
tion of the Clayton Act or any other anti-trust law but 
was a new anti-monopoly rule for patentees as such. In 
this case (1942) the court used the term “misuse” and re- 
ferred as well to the clean hands maxim. 

On the same day the Supreme Court decided the B.B. 
Chemical case,” in which the facts were very different. 
It took the B.B. case because it “wished to consider it 
with the Morton Salt case,” which was, perhaps, unfortu- 
nate. The patent was for a method of reinforcing insoles 
in shoe manufacture. The defendant sold rolls of duck 
precoated with rubber cement, a liquid top coat of high 
rubber content to be applied by the user, a machine to 
apply it, “all especially designed for the particular use,” 
and, in addition, it furnished instructions to operators, 
servicing of the machines, advice and assistance. The 
patentee was doing business in the same way. It was 
argued in the Supreme Court that this was active induce- 
ment of infringement but the court turned a deaf ear and 

26 G. S. Suppiger Co. v. Morton Salt Co., 31 F. Supp. 876 (N.D. Ill. 1940). 

27117 F.2d 968 (7th Cir. 1941). 


28 Morton Salt Co. v. G. S. Suppiger Co., 314 U.S. 488 (1942). 
29 B. B. Chemical Co. v. Ellis, 314 U.S. 495 (1942). 
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said the maintenance of the suit to restrain any kind of 
infringement was contrary to public policy. The lower 
courts had denied recovery on the authority of Leitch v. 
Barber, the asphalt emulsion case, and the Supreme Court 
said they were right. 

Then two years later came the two Mercoid cases,” in- 
volving two infringement claims, a declaratory judgment 
claim, a claim for anti-trust law violation, license agree- 
ments involving price control, briefs as amicus curiae 
filed by the Department of Justice, and producing a total 
of six opinions by the Justices of the Supreme Court. 
There is just one point in these cases which is of para- 
mount importance so far as the present discussion is con- 
cerned. The patent claim was on a domestic heating sys- 
tem and the unit sold by Mercoid was a combustion stoker 
switch which the Court admitted had no other use than in 
the patented invention. The Court characterized it as 
“unpatented wares,” and said it made no difference that 
it was “the heart of the invention” or the “advance in the 
art.” Relief was denied for the same reason as in the 
earlier misuse cases, because the patent “privilege” (a 
favorite expression of those unsympathetic to the patent 
system) was being used “contrary to the public interest.” 
The Court stated that its view was in substance inconsist- 
ent with the protection extended to the phonograph record 
in the Leeds & Catlin case, “which must no longer prevail 
against the defense that a combination patent is being used 
to protect an unpatented part from competition.” (italics 
added). Mr. Justice Douglas summed up as follows: 

The result of this decision, together with those which have pre- 
ceded it, is to limit substantially the doctrine of contributory in- 
fringement. What residuum may be left we need not stop to 
consider. It is sufficient to say that in whatever posture the issue 
may be tendered courts of equity will withhold relief where the 


patentee and those claiming under him are using the patent priv- 
ilege contrary to the public interest.** 


30 Mercoid Corp. v. Mid-Continent Investment Co., 320 U.S. 661 (1944); 
Mercoid Corp. c. Minneapolis-Honeywell Regulator Co., 320 U.S. 680 (1944). 


81 Mercoid Corp. v. Mid-Continent Investment Co., 320 U.S. 661, 669 (1944). 
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Of course he was talking about the “public interest” as he 
chose to view it. Under our form of government, Con- 
gress has something to say about what the public thinks is 
in its interest. It has now spoken. It has given us a new 
patent law containing Section 271. 


V 
SECTION 271 


The foregoing review of the highlights in the develop- 
ment of the contributory infringement and misuse doc- 
trines was for the purpose of laying a foundation for an 
understanding of the anatomy of Section 271. Remember 
that contributory infringement, as a doctrine, was left 
untouched by the misuse cases. But its applicability was 
rendered progressively more difficult by the things the 
Supreme Court sad in the line of misuse cases that hap- 
pened to come before it. By the time of the Mercoid case 
its attitude was so clear (if the Court is assumed to be an 
entity having the attitude of the bare majority—which of 
course it is not) that contributory infringment appeared 
to be a completely submerged doctrine with that Court. 
The Court’s view was succinctly expressed by Mr. Justice 
Douglas when he said in his Mercotd opinion: 

Where there is a collision between the principle of the Carbice 
case and the conventional rules governing either direct or con- 
tributory infringement, the former prevails.** (Italics added.) 

Now the logic of the Mercoid case is this: the patent 
claim is absolutely controlling; even where the infringer 
appropriates the heart of the invention, a structure having 
no other use than in the claimed combination, the use of 
which carries a “certain inference” of infringement by the 
user, the mere bringing of a suit for contributory infringe- 
ment is an attempt to monopolize “unpatented wares” be- 
cause in a suit for contributory infringement they are not 
claimed; by the Carbice “rule” this is misuse; there is a 


32 [bid. 
2 
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collision and misuse must prevail over any “conventional 
rules.” Since “contributory infringement,” by definition, 
always involves an attempt to control something which is 
“unpatented,” in this sense, an attempt to stop it always 
involves misuse. Therefore contributory infringement is 
entirely dead as a basis of recovery, though it still enjoys 
a theoretical existence. 

Early in the effort to resurrect it to a proper degree by 
legislation it was realized, in view of the peculiar circum- 
stances of the death, that the most important thing to do 
was to make the appropriate exceptions to the overriding 
doctrine of misuse, without which nothing would be ac- 
complished. An understanding of this will take the mys- 
tery out of paragraph (d), the part of Section 271 that 
seems to be the most difficult for people to understand. 
It is really the key to the whole problem. If the misuse 
doctrine is left untouched, one can, theoretically at least, 
enact any kind of section about contributory infringe- 
ment and it will be just as dead as before. 

Now note that misuse is not ruled out entirely. That 
would have been unsound. It has a proper place in the 
law and is basically an equitable doctrine much older 
than the patent system. Only appropriate exceptions 
have been made to it, not to revive every type of “contrib- 
utory infringement” against which the courts have from 
time to time seen fit to grant recovery, but only those types 
which it was felt are in accord with the fundamental idea 
of protecting patentees in what they have actually in- 
vented, with a corresponding relaxation, to the same end, 
of over-technical rules of claim interpretation in so far as 
they govern the infringement issue. One cannot stay 
strictly within the verbal limits of a claim and still have 
any kind of contributory infringement. The ideas are 
mutually exclusive. 

Now let us turn to Section 271 itself and see what it 
says (see appendix at end of article for full text of Sec- 
tion 271). 
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Paragraph (a) defines direct infringement and is pres- 
ent only for the sake of completeness. We got along with- 
out it for 162 years and we could again. Its omission 
would change nothing. 

Paragraphs (b) and (c) deal with two kinds of contrib- 
utory infringement. ‘They both belong logically and 
practically in this category because they both involve de- 
parture from the claim. The note in the Judiciary Com- 
mittee report says both of them “define and limit con- 
tributory infringement and paragraph (d) is ancillary to 
these paragraphs.” * 

Paragraph (b) is self-explanatory in saying that “Who- 
ever actively induces infringement of a patent shall be 
liable as an infringer.” No particular significance is to 
be attached to the words “as an infringer.” Call it a gen- 
eric expression, if you will. A contributory infringer is 
an infringer. If it had said “as a contributory infringer” 
the result would be the same. The important thing is 
that the active inducer is liable. Active inducement im- 
plies that there is not a direct infringement by the one 
doing the inducing and that the direct infringement was 
by another. In suing a direct infringer one would not 
have recourse to paragraph (b). Reliance on paragraph 
(b) as a basis for liability is in itself a clear indication 
that the party held liable is not a direct infringer and if 
he is to be called any kind of an infringer there is no ap- 
plicable recognized term except “contributory infringer.” 

A significant point, and one which differentiates para- 
graph (b) from paragraph (c), is that in proving a case 
under (b) the evidence must establish active inducement 
and that involves intent. The B.B. Chemical case is a 
good example from the cases already discussed. Judge 
Magruder’s opinion, in the Court of Appeals,** was that 
there was active inducement, though he felt obliged to 


33H. R. Rep. No. 1923, 82d Cong., 2d Sess. 28 (1952). 
384 B, B. Chemical Co. v. Ellis, 117 F.2d 829 (1st Cir. 1941). 
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deny recovery because of the Barber asphalt case. There 
are a number of other cases in the pre-Carbice era where 
recovery was granted against active inducers, people who 
instigated others to infringe, the planners and promoters 
of the infringements. Even in the post-Mercoid era 
there have been decisions by hardy judges, unwilling to 
abide by Mercoid dicta, holding active inducers liable as 
contributory infringers or “joint” infringers. The sup- 
plying of both the means and the instructions is an im- 
portant aspect of most of these cases. Some cases have re- 
ferred to the defendants simply as “infringers,” ignoring 
the refined distinctions implied by the words “direct” and 
“contributory.” This probably accounts for the wording 
of paragraph (b). There is really no point in pinning 
on any particular label once liability has been determined. 
The most practical suggestion on the interpretation of this 
section would be to look away from precedents and “let 
your conscience be your guide.” 

Paragraph (c) deals with a classic “contributory” in- 
fringement situation, which explains, perhaps, why one 
who comes within its term is classified specifically as a 
“contributory” infringer. It is hard to stop using such 
terms which connote established concepts and the drafters 
of the section were following a habit pattern. Mr. Justice 
Frankfurter, dissenting in the Mercotd case, appropri- 
ately categorized the term “contributory infringement” 
as a shorthand statement of complicated ideas.* A seller 
under paragraph (c) could just as well have been de- 
scribed as an infringer without a special species label. 
The penalty is the same. The liability is the important 
thing. 

A significant difference between paragraphs (b) and 
(c) is that proof of facts which comply with the provi- 
sions of the latter gives rise to liability without any fur- 
ther proof of intent or inducement or joint action with 


35 Mercoid Corp. v. Mid-Continent Investment Co., 320 U.S. 661, 678 (1944). 
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the direct infringer. The required proof under para- 
graph (c) must cover at least 4, possibly 5, points: 
1. That the thing sold is a component of a patented machine, etc. 


or a material etc. for use in a patented process ; 


That it (the thing sold) constitutes a material part of the in- 
vention—t.e., of what was invented; 


2. 
3. That it is especially made or especially adapted for use in an 
infringement and the vendor knows that; 
4. That it is not a staple article; 
5. That it is not a commodity of commerce suitable for sub- 
stantial non-infringing use. 
Points 4 and 5 are alternatives. A “staple” falls within 
point 5 but a commodity under 5 is not necessarily a sta- 
ple. An example of a classic case meeting these require- 
ments is Leeds & Catlin v. Victor, supra. 

There is no reason to construe paragraph (c) as in any 
way a limitation on paragraph (b), which stands by it- 
self. There have been recent cases of active inducement 
wherein the thing sold had non-infringing uses but acts 
additional to mere sale resulted in active inducement and 
liability for infringement. 


As to paragraph (d), its purpose is to make the appro- 
priate exceptions to the misuse doctrine as it has seemed 
to exist since the Mercoid case, at least in the Supreme 
Court and the jurisdictions which accept what it has said 
as law, and its effect, in the simple words of the Judiciary 
Committee Report, is this: 


one who merely does what he is authorized to do by statute is 
not guilty of misuse of the patent.*® 
The reference to statutory authority is, of course, to the 
full legal implications of paragraphs (b) and (c). 
Clause (1) of paragraph (d) states “derived revenue 
from acts which if performed by another without his con- 
sent would constitute contributory infringement of the 
patent.” Now visualize any situation in which an un- 
authorized person would be held liable under paragraphs 
(b) or (c) and then suppose that the patentee is doing the 


86 H.R. Rep. No. 1923, 82d Cong., 2d Sess. 9 (1952). 
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same thing and profiting from it. The way the courts 
have been putting it of late is to say that the patentee has 
been deriving his profit not from the monopoly covered 
by his claims but from the sale of “unpatented” wares. 
If, under Section 271, a patentee could hold someone else 
liable for doing what he himself is doing businesswise, 
his business conduct is no misuse. Whether the conduct 
falls within Section 271 (b) or (c) would seem to be im- 
material. Paragraph (d) applies. 

Clause (2) speaks of licensing others to do what the 
patentee could stop them from doing under paragraph 
(b) or (c). That shall not be misuse, provided, of 
course, that the license agreement does not go beyond that 
in imposing restrictions. It follows that a royalty can be 
charged for such a license and bring in a profit. 

Clause (3) says “sought to enforce his patent rights 
against infringement or contributory infringement,” hav- 
ing reference to suits under paragraphs (a), (b) or (c), 
and is directed to the situation in cases which have arisen 
in which the courts have said that the mere bringing of a 
suit against a contributory infringer is an attempt to ex- 
tend the monopoly and hence a misuse of the patent be- 
cause the objective is to monopolize the sale of “unpatent- 
ed” wares. 

Summing up clauses (1), (2) and (3) of paragraph 
(d), it is not misuse to act on the premise that you have 
such rights as you are given by Section 271 (b) or (c) by 
doing business on that assumption, by granting licenses on 
that assumption, or by bringing suits on that assumption. 

If a patentee proceeds on an erroneous assumption and 
the court happens to view it that way, then he will lose. 
There will then be misuse because (d) does not save him 
and he will be denied relief, presumably “according to the 
rule of the Carbice case.” 

In interpreting paragraphs (b), (c) and (d) of Section 
271 some difficult questions are bound to arise. One of 
these will very likely be the possible liability of the seller 
of a staple article under paragraph (b) as an active in- 
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ducer where there are circumstances going beyond mere 
sale. The staple might be, for example, a chemical and 
patents may have been granted on process or composition 
inventions, the inventive act or contribution to the art 
residing in the discovery of a new use for an old chemical. 
Does one selling such a chemical to infringers become 
liable to the patentee? 

Paragraph (c) may be left out of consideration because 
of its specific exclusion of staple articles. The seller 
should not be liable under paragraph (b) for merely 
selling because merely selling a staple is not what is 
meant by “active inducement.” Everyone is free to sell 
staples and their first cousins the “commodities of com- 
merce suitable for substantial non-infringing use,” if that 
is all that is done. That this is the intent of Section 271 is 
somewhat clearer if its legislative history is considered. 

In the 80th and 81st Congresses two identical bills 
were introduced, H.R.5988” and H.R.3866” respectively, 
each entitled “A bill to provide for the protection of pat- 
ent rights where enforcement against direct infringers is 
impracticable, to define ‘contributory infringement,’ and 
for other purposes.” ‘They contained sections substan- 
tially the same as paragraphs (b) and (d). The equiva- 
lent of paragraph (c) was contained in three separate par- 
agraphs, Sections 2, 3 and 4.” Section 2 states: 


Any person who shall contribute to the infringement of a pat- 
ent in the manner set forth in section 3 shall be liable as an in- 
fringer. 


(Note, in passing, the characterization of the contributor 
as an “infringer.”) This separate section was eventually 
dropped as surplus. Sections 3 and 4 read: 


Section 3. The sale of a component of a patented machine, 
manufacture, combination or composition, or a material or ap- 
paratus for use in practicing a patented process, if especially made 
or adapted for use in an infringement of such patent, and not 
suitable for actual commercial noninfringing use, shall constitute 
contributory infringement. 


37 H. R. 5988, 80th Cong., 2d Sess. (1948). 

38H. R. 3866, 81st Cong., Ist Sess. (1949). 

39H. R. 9133, 81st Cong., 2d Sess. (1950), the first codification bill, was set 
up in the same form, paragraphs (d), (e) and (f) of section 231. 
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Section 4. The mere sale of any staple article or commodity 
of commerce not especially made or especially adapted for use 
in a patented invention, and suitable for actual commercial non- 
infringing use, shall not of itself constitute contributory infringe- 
ment even though sold with the knowledge or expectation that it 
will be used in infringement of a patent. (Emphasis added.) 


Section 4, standing separate from Section 3, made clear 
the legislative intent that merely selling a staple would 
never of itself give rise to liability. This intent never 
changed. The now historical fact is that Sections 3 
and 4 were consolidated (with some minor changes in 
terminology) because counsel for the House subcommit- 
tee in charge of the codification bill saw no point in hav- 
ing two sections where the ground could be covered in 
one and therefore combined them. The net effect was to 
obscure the intent of Section 271 as a whole with respect 
to staples but the same result can be reached by construing 
“actively” in paragraph (b) as not applying to the mere 
sale of staples. To do otherwise would run counter to 
fundamental principles of the patent system. 

The problems will arise, however, where the vendor’s 
acts go beyond mere selling. Suppose in advertising the 
product a use involving infringement is suggested or ad- 
vocated. Suppose that the sales force promotes such uses. 
An infinite variety of promotional activities calculated to 
result in infringement to a greater or less degree, can be 
envisaged. The courts will have to solve the problems as 
they arise in the light of the purpose of Section 271, which 
is to afford adequate protection to valid patents against 
those who are clearly seeking to benefit from piracy, 
especially in situations where enforcement against direct 
infringers is impractical. 


VI 
SECTION 271 AND ANTITRUST LAW 


From the foregoing it should be evident that, viewed 
realistically, in any adjudication of liability for contribu- 
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tory infringement, either under Section 271 or prior to its 
enactment, the court is sanctioning a reformation, one 
might say, of a patent claim which, taken literally, fails 
to protect the invention disclosed in the patent. As was 
pointed out above, absent the necessity for this as a means 
of protecting the invention from piracy, the suit would 
have been one for direct infringement. 

The ultimate result is that the court says, as it always 
has in cases where recovery is for contributory infringe- 
ment, that the act of the defendant falls within the field 
covered by the patentee’s right to exclude.“ This is the 
same as saying that the defendant has invaded the mon- 
opoly created by the patent, a property right of the pat- 
entee.* 

Neither the antitrust statutes nor the public policy of 
which they are an expression, have ever been considered 
to be opposed to the enforcement by the patentee of the 
rights which are adjudged to be within his lawfully grant- 
ed monopoly.“ The antitrust laws are not opposed to 
allmonopoly. As matter of history, they have never been 
opposed to patent monopolies, which were conceived as a 
means of utilizing monopoly power for the public good. 

The question has already arisen as to whether Section 
271 modifies the antitrust laws. Is it “amendatory” of the 
Sherman or Clayton Acts?** Does it authorize “tie-ins,” 
express or implied? 

One thing is certain. The drafters and proponents of 
the section never had any such objectives in mind. Their 
problem was the enactment of a patent statute for the 
effective protection of inventions against piracy and they 
did not believe that the antitrust statutes were in any way 

40 See 35 U.S.C. § 154 (1952), for a statement of the patent right. 

41 See 35 U.S.C. § 261 (1952), for a statement that a patent shall have the 
attributes of personal property. 

42 The term “monopoly” is here used in the patent monopoly sense, #.e., the 
right to exclude others from practicing the invention, rather than that which 
deals with seller-buyer situations generally. See OPPENHEIM, CASES ON FEDERAL 
Anti-Trust Laws 78 and 468 (1948) for a comparison of the two meanings. 


43 26 Strat. 209 (1890), 38 Srat. 730 (1914), as amended, 15 U.S.C. §§ 1-7, 
12-27 (1946). 
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involved. It will be remembered that when the Supreme 
Court in the Motion Picture case put a stop to the “li- 
cense notice” type of tie-in practice which had reached 
its zenith in Henry v. A. B. Dick, and which had thereto- 
fore been implemented by the misuse of the contributory 
infringement doctrine, it did not rest its decision on the 
Clayton Act but on the inherent limits of the patent mon- 
opoly. It is also the fact that the earlier “misuse” cases 
did the same. The first one to confuse the issue of misuse 
and antitrust law violation was the opinion of the Circuit 
Court of Appeals for the Seventh Circuit in the Morton 
Salt case.“* Misuse and antitrust law violation are two 
separate issues governed by separate criteria, as that court 
failed to recognize. The field of misuse, as such, lies in 
between the sphere of the patent monopoly and the sphere 
of the antitrust statutes and violation of the latter has 
never been a condition precedent to a finding of misuse. 
This is so notwithstanding findings of both misuse and 
antitrust law violation in some cases. Misuse has been 
predicated on the policy inherent in the antitrust laws, 
not on a violation of those laws. The Supreme Court 
made this clear in reversing the Seventh Circuit Court of 
Appeals in the Morton Salt case, where it said: 


The question we must decide is not necessarily whether re- 
spondent has violated the Clayton Act, but whether a court of 
equity will lend its aid to protect the patent monopoly when 
respondent is using it as an effective means of restraining compe- 
tition with its sale of an unpatented article.** 


The misuse doctrine was a special form of punishment de- 
vised for overreaching patentees who were using their 
patents to monopolize something other than the invention. 
Unfortunately, the courts carried it beyond that point and 
left many patented inventions unprotected. Hence this 
legislation. 


44G. S. Suppiger Co. v. Morton Salt Co., 117 F.2d 968 (7th Cir. 1941). 
45 Morton Salt Co. v. G. S. Suppiger Co., 314 U.S. 488, 490 (1942). 





INFRINGEMENT UNDER SECTION 271 545 


The antitrust statutes never reached into the field of 
protection which Section 271 affords to patentees until the 
Mercoid cases where, in the second opinion,” Mr. Justice 
Douglas held that the effort to control competition, in 
what he deemed to be an “unpatented” device, violated 
the antitrust laws. It is not considered that a statute push- 
ing back this judicial salient by changing the test for what 
is “unpatented” may properly be considered as amenda- 
tory of the Sherman or Clayton Acts but at most as nulli- 
fying their judicial extension. 

Section 271(d) uses language broad enough to push 
back both the misuse doctrine and any conflicting judi- 
cial interpretation of antitrust law, as such, in the phrase 
“misuse or t//egal extension of the patent right. . . .” 
(Italics supplied.) But when all is said and done the net 
effect is simply to add to the law on the interpretation of 
patents, with respect to their scope, a statutory provision 
which renders them more effective as protection for in- 
ventions. 

The answer to the question about “tie-ins” seems obvi- 
ous. When a court says that making, using or selling a 
certain thing is a violation of the patent right, it is holding 
that thing to be within the scope of the patent. What is 
within the patentee’s right to exclude is not “tied” to it in 
any way. Itissimply within it. A tie-in must be by some 
form of agreement, understanding or contract, express or 
implied. Nothing of the sort is relied upon when all a 
patentee does is to enforce his patent right against those 
who invade it. Furthermore, when the aforesaid thing 
is held to be within the scope of the patentee’s enforceable 
monopoly it ceases to be “unpatented.” Its unauthorized 
manufacture, use or sale gives rise to liability and it makes 
very little difference what the basis of the liability is 
called, infringement, contributory infringement, invasion, 
trespass or just plain wrong. 


asa Corp. v. Minneapolis-Honeywell Regulator Co., 320 U.S. 680 
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APPENDIX 
§271. Infringement of patent 


(a) Except as otherwise provided in this title, whoever 
without authority makes, uses or sells any patented inven- 
tion, within the United States during the term of the pat- 
ent therefor, infringes the patent. 

(b) Whoever actively induces infringement of a patent 
shall be liable as an infringer. 

(c) Whoever sells a component of a patented machine, 
manufacture, combination or composition, or a material 
or apparatus for use in practicing a patented process, con- 
stituting a material part of the invention, knowing the 
same to be especially made or especially adapted for use 
in an infringement of such patent, and not a staple article 
or commodity of commerce suitable for substantial nonin- 
fringing use, shall be liable as a contributory infringer. 

(d) No patent owner otherwise entitled to relief for 
infringement or contributory infringement of a patent 
shall be denied relief or deemed guilty of misuse or illegal 
extension of the patent right by reason of his having done 
one or more of the following: (1) derived revenue from 
acts which if performed by another without his consent 
would constitute contributory infringement of the patent; 
(2) licensed or authorized another to perform acts which 
if performed without his consent would constitute con- 
tributory infringement of the patent; (3) sought to en- 
force his patent rights against infringement or contribu- 
tory infringement. 





SECONDARY BOYCOTTS AND THE TAFT- 
HARTLEY ACT: 


SOME SUGGESTIONS FOR AMENDMENT 
CHARLES H. TOWER * 


It is agreed by both management and labor that some 
changes are needed in the secondary boycott section of 
the Taft-Hartley Act,’ but that is the extent of the agree- 
ment. One side thinks the collar is, if not unnecessary, 
at least too tight. The other feels that it is not tight 
enough. 

For the honest and conscientious citizen, as for his rep- 
resentative on Capitol Hill, an intelligent analysis of 
suggested changes is not easy. Most of the argument re- 
lates to difficult and sometimes technical interpretation of 
a complicated provision of an occasionally confusing Act. 
A path through the wilderness of disagreement there may 
be, but it is hard to find. 

That much quoted but elusive character of legal fiction, 
the reasonable man, would probably begin his search for 
secondary boycott truth by asking two questions: 

1. What has been the effect on labor relations and on the com- 
munity of the five years of application of the secondary boycott 
provision of the Act? 

2. What are the controversial problems of interpretation and ap- 
plication still remaining ? 

Though it appears basic, no attempt will be made to 
answer the first question. The necessary information, un- 
fortunately, is not available. Both friend and foe of 
secondary boycotts would benefit by a careful, factual 
investigation of the entire matter. To the author’s knowl- 


* Graduate of Williams College, the Harvard Business School, and Boston 
University School of Law; member of the Massachusetts bar; presently Assist- 
ant to the Vice President, National Association of Radio and Television Broad- 
casters. 

The views expressed in this article are those of the author and do not neces- 
sarily reflect the official position of the National Association of Radio and Tele- 
vision Broadcasters. 

161 Strat. 136 (1947), as amended, 29 U.S.C. §§ 141-197 (Supp. 1952). 
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edge, no such survey has been made since the passage of 
the Act; none was available before its passage. The 
prohibition sailed through Congress in 1947 on the wings 
of specific, illustrative situations alleged by the propo- 
nents to be representative of a wide-spread evil. Some 
evidence supported this conclusion. It was not complete. 
An informed examination on a nationwide basis could 
have been used then. It would be useful today. 

The second question relating to outstanding interpretive 
issues is easier to handle. At least the raw materials are at 
hand: the language of the Statute plus National Labor 
Relations Board and court decisions. An examination of 
these issues may throw some light on the difficult problem 
of appropriate amendments to the secondary boycott sec- 
tion of the Act. Most of the amendments are suggested 
either to clarify or to tighten up the Act. They are based 
on the premise that secondary boycotts represent a wrong 
—a premise which was accepted by a majority of Con- 
gress in 1947. If the premise is not valid, the entire sec- 
tion should be repealed. If it is valid, the loopholes 
should be plugged. 

Section 8(b) (4)* of the Act, which is generally re- 
ferred to as the secondary boycott section of the Act, 
covers more than what might be termed traditional secon- 
dary activity. Clause (D) of the section, for example, is 
aimed at primary as well as secondary jurisdictional 
strikes. This article is concerned with only that portion 
of the section which deals with the basic problem of sec- 
ondary activity as follows: 


(b) It shall be an unfair labor practice for a labor organization 
or its agents— 

. .. (4) to engage in, or to induce or encourage the employees 
of any employer to engage in, a strike, or a concerted refusal 
in the course of their employment to use, manufacture, process, 
transport, or otherwise handle or work on any goods, articles, 
materials, or commodities or to perform any services, where an 
object thereof is: (A) forcing or requiring any employer or 
self-employed person to join any labor or employer organization 


261 Strat. 141 (1947), as amended, 29 U.S.C. § 158(b) (4) (Supp. 1952). 
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or any employer or other person to cease using, selling, handling, 
transporting, or otherwise dealing in the products of any other 
producer, processor, or manufacturer, or to cease doing business 
with any other person; . 
The following aspects of secondary boycotts will be dis- 
cussed: “doing business with,” inducement at the primary 
situs, product boycotts, unfair lists, and the inducement 
of supervisors. 


I 
DOING BUSINESS WITH 


The objective of the secondary activity proscribed by 
the Act must be the compelling of an employer “to cease 
doing business with any other person.” Hence, one em- 
ployer must be doing business with another employer if 
the sanctions of the statute are to apply. 

In the usual situation, no problem exists. There is a 
general understanding in the world of commerce as to 
the import of the phrase. Normally involved is either the 
buying or the selling of goods or services; yet, despite 
the general understanding of the phrase, there is a sub- 
stantial area of possible confusion where secondary boy- 
cotts are involved. 

The framers of the secondary boycott provision of the 
Taft-Hartley Act apparently gave little consideration to 
the ramifications of the phrase “doing business with.” 
The complexities that have arisen were not anticipated. 
They can be roughly divided into three categories—the 
handling of struck work, the joint venture, and common 
ownership situations. All involve in varying degrees the 
problem of doing business at arm’s length. Reduced to 
anatomical terms, the central question is: How long does 
the arm have to be? 


A 
Struck Work 


One of the first secondary boycott cases under the Taft- 
Hartley Act to reach a federal district court raised the 
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struck work issue. The General Counsel of the NLRB 
sought to enjoin the picketing of an engineering firm 
which had taken over a good deal of the work performed 
by another firm with which the union had a primary dis- 
pute. There had always been a subcontracting relation- 
ship between the two firms. After the strike commenced, 
it increased both in volume and degree of integration, 
especially from a supervisory point of view. In rejecting 
the Board’s request for an injunction Judge Rifkind said: 
“T am unable to hold that corporate ownership or insula- 
tion of legal interests between two businesses can be con- 
clusive as to neutrality or disinterestedness in a labor dis- 
pute. The evidence is abundant that Project’s employees 
did work, which, but for the strike of Ebasco’s employees, 
would have been done by Ebasco. The economic effect 
upon Ebasco’s employees was precisely that which would 
flow from Ebasco’s hiring strikebreakers to work on its 
own premises.” * 

The decision raises in a new context the troublesome 
legal formula—the “but for” test. In effect, Judge Rif- 
kind is saying that a union has the right to follow struck 
work. Many people do not quarrel with the result. To 
find Congressional sanction for it, either in the statute 
itself or in its legislative history, is difficult if not im- 
possible. Neither the Board nor the courts have had the 
opportunity to reevaluate the principle laid down in this 
decision. 


B 


Joint Ventures 


A second aspect of the doing-business-with issue re- 
lates to the “joint venture” situation.* Most clearly is 


8Douds v. Metropolitan Federation of Architects, 75 F. Supp. 672, 677 
(S.D.N.Y. 1948). 

4In 1937, a famous New York case, Goldfinger v. Feintuch, 276 N.Y. 281, 11 
N.E. 2d 910 (1937), raised the issue in one of its most important aspects: the 
relationship between the manufacturer of a commodity and the retailer selling 
the commodity. A majority of the New York Court of Appeals held that no 
injunction should be issued to prevent the peaceful picketing of a retail store 
which was selling non-union products. In the court’s view, there was sufficient 
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the problem presented on the typical construction job. 
Subcontracting by a general contractor is the normal 
method of completing the work. Employees of three or 
four or more different subcontractors may be working 
on a single job at the same time. The question: is the 
subcontractor “doing business with” the general contrac- 
tor? The ultilitization of non-union subcontractors is the 
usual source of dispute. Picketing at the site of the con- 
struction project is often carried on by representatives of 
a local Building Trades council and the objective is norm- 
ally to get the non-union subcontractors off the job. 

The Supreme Court of the United States has had oc- 
casion to examine two secondary boycott cases involving 
the application of the Taft-Hartley Act to the construc- 
tion industry.’ Both presented the usual factual situation. 
A majority of the Court in both cases upheld NLRB’s 
finding of a secondary boycott. Mr. Justice Douglas dis- 
sented in both decisions and was joined by Mr. Justice 
Reed. The reasons for his dissenting view are set forth 
in the Denver Building Trades case.* Quotation in full 
points up the critical issue: 


The employment of union and nonunion men on the same job 
is a basic protest in the trade union history. That was the pro- 
test here. The union was not out to destroy the contractor be- 
cause of his antiunion attitude. The union was not pursuing the 
contractor to other jobs. All the union asked was that union men 
not be compelled to work alongside nonunion men on the same 
job. As Judge Rifkind stated in an analogous case, “the union 
was not extending its activity to a front remote from the im- 
mediate dispute but to one intimately and indeed inextricably 
united to it.” 


unity of interest between the manufacturer and the retail outlet to justify the 
picketing. P 

Picketing of a retail store to advise customers not to buy unfair products is 
not, in the usual situation, a violation of the secondary boycott provision of the 
Taft-Hartley Act. However, a recent decision handed down by the Ninth Cir- 
cuit, Capital Service, Inc. v. NLRB, 31 L.R.R.M. 2326 (9th Cir. 1953), declares 
such picketing to be a violation of § 8(b)(1) of the Act where the primary 
dispute arises from a union’s attempt to secure recognition. This decision has 
substantial but as yet unexplored ramifications. 

5 NLRB vy. Denver Bldg. and Construction Trades Council, 341 U.S. 675 
ae i International Brotherhood of Electrical Workers v. NLRB, 341 U.S. 
694 (1951). 
as — v. Denver Bldg. and Construction Trades Council, 341 U.S. 675, 692 

a). 


3 
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The picketing would have undoubtedly been legal if there had 
been no subcontractor involved—if the general contractor had 
put nonunion men on the job. The presence of a subcontractor 
does not alter one whit the realities of the situation; the protest 
of the union is precisely the same. In each the union was trying 
to protect the job on which union men were employed. If that 
is forbidden, the Taft-Hartley Act makes the right to strike, 
guaranteed by § 13, dependent on the fortuitous business arrange- 
ments that have no significance so far as the evils of the secondary 
boycott are concerned. I would give scope to both § 8(b) (4) and 
§ 13 by reading the restrictions of § 8(b)(4) to reach the case 
where an industrial dispute spreads from the job to another front. 

The reference to Judge Rifkind’s decision, already dis- 
cussed above, requires explanation. The cases are anal- 
ogous only to the extent that both involve the doing- 
business-with problem. The Architects’ case apparently 
turned on the struck work aspect. There was no struck 
work in the Denver case. 

Naturally, the Building Trades unions applauded the 
dissenting view. There are two major difficulties with it. 
The first is the lack of statutory sanction for carving out 
such a substantial area from the application of the second- 
ary boycott sections of the Act. Secondly, once the theory 
of the dissent is adopted—and it is basically a unity of 
interest theory—difficult problems as to its future appli- 
cation will arise. Subcontracting is not limited to the 
building and construction field. The only thing unique 
about subcontracting in the building business is the fact 
that the subcontractor normally performs his work at the 
primary situs. It is rare, though not impossible, to find 
similar facts in other industries. Situations of this type 
can be handled with greater ease and consistency by per- 
mitting picketing at the primary situs under certain cir- 
cumstances rather than by introducing innumerable com- 
plexities which flow from the unity-of-interest theory. 

In 1950, Massachusetts tackled the secondary boycott 
problem and came up with an unusual formula which 
centers on the joint venture situation. The Massachusetts 
Act‘ gives a typically broad definition of the term “un- 


7 Mass. Ann. Laws c. 149, §20C(f) (Supp. 1952). 
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lawful secondary boycott” but adds the following pro- 
viso: “provided, however, that a secondary boycott may 
lawfully be directed at a person the greater part of whose 
current business over a representative period is proces- 
sing, selling, handling, transporting or otherwise dealing 
in the goods of an employer primarily interested in a 
lawful labor dispute or who, by any agreement, under- 
standing or arrangement with such employer, is requiring 
his own employees to perform work or services which 
would be done by the employees of such employer in the 
absence of a labor dispute.” Here, again, is the unity-of- 
interest theory. The formula is a major share of the 
company’s business. Leaving aside the host of interpre- 
tive problems which can arise from a vaguely worded 
formula of this type, the approach is novel. Obviously it 
goes beyond any as yet suggested interpretation of the 
Taft-Hartley Act. In some respects, it probably goes 
beyond the New York State judicial interpretations of 
the unity-of-interest theory. 


C 


Common Ownership 


The Board has been called upon to decide only one 
case of any significance on the issue of common owner- 
ship. In the Jrwin-Lyons case,* the primary dispute was 
between two unions and a lumber company. The unions 
picketed a utility company engaged in the business of 
handling logs on waterways used by the company. 
Though separate corporate entities, the controlling stock 
of both corporations was owned by the same group of 
people. The same man acted as president of both organ- 
izations. The Board found no violation of the Act on 
the theory that the utility company was “not a neutral 
or wholly unconcerned employer.” Both the common 


8 Nat. Union of Marine Cooks and Stewards, etc., and Irwin-Lyons Lumber 
Company, 87 N.L.R.B. 54 (1949). 
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ownership and the interdependence of the operations were 
emphasized in the decision. 

It is easy to envisage an almost infinite variety of situ- 
ations presenting these two characteristics in varying de- 
gree. To draw a clear and consistent line is going to be 
difficult. It is a task suited to case-by-case treatment. 


Suggested Amendments: 


The Architects’ case presented, among other things, the 
question of following struck work. On the facts of the 
case, the court permitted it. Unions argue that it should 
be a rule of general application. There is considerable 
merit to the argument. But it is a matter of principle 
that should be decided by Congress rather than by the 
Board or the courts. The overall objective should be to 
permit secondary activity where the secondary employer 
is performing, on the basis of a contract with the primary 
employer, work which but for the dispute would have 
been performed by employees of the primary employer. 
Language appropriate to meet this basic objective must 
be drawn with great care. Set forth below in the form 
of a proviso is possible wording: 

Provided that: Nothing herein shall be construed to make 
unlawful a refusal by employees, or the inducement thereof, to 
perform work which their employer is handling on a contract 
basis with another employer whose employees would have per- 


formed the work but for the existence of a current and lawful 
labor dispute. 


II 
INDUCEMENT AT THE PRIMARY SITUS 


Strikes and picketing almost always go hand in hand. 
This is an obvious historical fact, but it has caused all sorts 
of difficulties in applying the secondary boycott section 
of the Taft-Hartley Act. The nub of the controversy 
arises from the fact that a picket line in front of a place 
of business has the effect, intended or not, of discourag- 
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ing those who do business with the struck employer from 
entering his premises. In some cases, the discouragement 
is a deliberate and planned objective of the picketing. 
Indeed, it may be the most important objective. Its im- 
portance varies inversely with the union’s success in halt- 
ing the employer’s production by getting the employees 
to participate in the stoppage and by preventing new em- 
ployees from going to work. 

Where this objective exists, the picketing collides head 
on with the wording of the Act. The statutory language 
forbids the inducement of employees of another employer 
to refuse to carry out their assigned duties for the purpose 
of compelling that employer to cease doing business with 
the primary employer. The language fits the picketing 
situation like a glove. Yet to apply it indiscriminately 
would have the effect of outlawing all picketing con- 
ducted at the primary employer’s premises—a result 
which would deliver a knock-out blow to a great majority 
of primary strikes and also a result which Congress ap- 
parently did not intend to reach. 

Section 13 of the Taft-Hartley Act® lays down a firm 
guarantee of the right to strike. True, it is not all-inclu- 
sive. Nor does it, specifically, protect picketing. How- 
ever, picketing has always been a major instrument of 
discipline in conducting a strike. Only pious phraseology 
would be left if traditional primary picketing is pro- 
scribed. Moreover, throughout the legislative debates 
on the Taft-Hartley Act there was much Congressional 
solicitude for the legitimate use of the economic strike.” 
Nowhere is there the slightest suggestion that the second- 


®“Section 13. Nothing in this Act, except as specifically provided for herein, 
shall be construed so as either to interfere with or impede or diminish in any 
“~ the right to strike, or to affect the limitations or qualifications on that 
right.” 

10 Qn the floor of the Senate on April 23, 1947, Senator Taft said, 


_ “So far as the bill is concerned, we have proceeded on the theory that there 
is a right to strike and that labor peace must be based on free collective bar- 
gaining. We have done nothing to outlaw strikes for basic wages, hours, and 
working conditions after proper opportunity for mediation.” 93 Conc. Rec. 
3835 (1947). 
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ary boycott provision was intended to have the effect of 
precluding primary picketing conducted at or near the 
place of business of the primary employer. 

Despite these facts, some purists still argue that either 
the language must be followed to the bitter end or a sav- 
ing formula must be found. One such formula is seen in 
the anomalous proviso which appears at the end of 
8(b) (4). Those who espouse this point of view often 
seem to be more interested in finding a home for the un- 
wanted proviso than they are in realistically interpreting 
the secondary boycott provision itself. Without going in- 
to the problem in detail, let it be said that the proviso 
approach creates as many problems as it solves. To the 
extent that truth in Congressional intent can be gleaned 
from legislative discussion, the proviso probably has no 
legitimate claim to its present resting place in the Taft- 
Hartley Act.” 

The Board itself, with a commendable administrative 
directness, has taken what is perhaps the simplest ap- 
proach to the problem: “In the absence of any af- 
firmative legislative history indicating that Section 
8(b) (4) (A) was intended to curb traditional primary 
action by labor organizations, and because the only avail- 
able legislative history indicates the contrary, we con- 
clude that the section does not outlaw any of the primary 
means which unions traditionally use to press their de- 
mands on employers.” Picketing at the primary situs 
was involved in the Pure Oil case. It was permitted by 
the decision even though employees of a secondary em- 


11 “Provided, That nothing contained in this subsection [b] shall be construed 
to make unlawful a refusal by any person to enter upon the premises of any 
employer (other than his own employer), if the employees of such empluyer are 
engaged in a strike ratified or approved by a representative of such employees 
whom such employer is required to recognize under this subchapter; . . . .” 


12 For a more detailed discussion of the proviso, see article by the writer 
entitled The Puzzling Proviso, 1 Lasor Law Journat 1019 (1950). The 
secondary boycott provision of the Act would be substantially clarified by the 
elimination of the proviso. 


wen Workers Int. Union, Local 346, and Pure Oil Co., 84 N.L.R.B. 315, 318 
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ployer were encouraged thereby to refuse to carry out 
their duties. 

In the Interborough News Company case," the doc- 
trine was carried one step—and a big step—farther. No 
unlawful activity was found where the inducement took 
place at or near the premises of a secondary employer. 
The objective of the inducement was to get the employees 
of the secondary employer to refuse to cross a primary 
picket line. The Board’s theory was that since the in- 
ducement was directed towards activity at the primary 
situs, it was privileged. The theory touches on another 
aspect of the Taft-Hartley Act. In the Rockaway News 
Company case’ the Board held that an employee could 
not be discharged for refusal to cross a picket line. The 
refusal was, according to the Board, protected, concerted 
activity. The Supreme Court reversed the Board on the 
narrow grounds that the discharge was justified because 
of the existence of a no-strike clause in the applicable 
collective bargaining contract.”* If the concerted refusal 
to cross a primary picket line, or the inducement thereof, 
is privileged activity under one section of the Act, it can- 
not be unlawful under another section. The concerted 
refusal of drivers, for example, to cross a picket line can- 
not be both protected, concerted activity under Section 7 
and unlawful under 8(b) (4) (A). 

The problem here posed is a difficult one. Conflicting 
principles are involved. On the one hand is the tradi- 
tional union refusal to cross a picket line; on the other 
is the condemnation of economic pressure applied by em- 
ployees of a secondary employer. In the trucking in- 
dustry, union drivers are well-known for their refusal to 
drive across almost anybody’s picket line. Where the 
primary employer depends, as most of them do, on regu- 
lar deliveries or pickups, the economic power accruing 


14 Newspaper and Mail Deliverers Union, etc., and Interborough News Co., 
90 N.L.R.B. 2135 (1950). 


15 Rockaway News Supply Co., 95 N.L.R.B. 336 (1951). 
16 NLRB v. Rockaway News Supply Co., 31 L.R.R.M. 2432 (U.S. 1953). 
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toa union which controls the drivers is, especially in a 
major metropolitan center, tremendous. 

The Supreme Court has had an opportunity to pass 
on the issue. The leading case™ involved a strike for 
recognition conducted by the AFL at a mill in Louisi- 
ana. A truck, driven by an employee of a company which 
regularly purchased grain from the mill, drove up to 
the picket line. The pickets halted the truck and urged 
the driver and his helper to turn back because of the 
existence of the labor dispute. A majority of the Court, 
speaking through Mr. Justice Burton, found no violation 
of the Taft-Hartley Act. The theory advanced by the 
Court was a novel one. The statute uses the term “a strike 
or a concerted refusal.” From this wording, the Court 
concluded that no unlawful conduct was involved because 
there was no attempt to induce a concerted refusal. 

The theory used by the Court poses some problems in 
other situations. It is easy to conceive of a case where 
inducement at the primary situs could be directed towards 
group or concerted activity, even assuming there was 
none in the Rice Milling situation. Then there is the 
application of the theory to inducement which takes place 
away from the primary situs. What happens when a busi- 
ness agent walks up to a single employee of a secondary 
employer and asks him to refuse to handle goods of the 
primary employer? Does the business agent have to ask 
more than one to make it an inducement of concerted 
refusal? Or, does the concerted refusal have relevance 
only at the primary situs? There is nothing in the lan- 
guage of the statute to indicate such a limitation. These 
are a few of the questions which will arise. The answers 
are not simplified by the theory of the Court’s decision. 
All in all, the Board’s theory as expressed in the Pure 
Oil case seems to provide the simplest and most satis- 
factory solution. 


17 NLRB vy. International Rice Milling Co., 341 U.S. 665 (1950). 
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A 
Ambulatory Picketing 


One of the most controversial aspects of the primary 
situs problem is the Board’s interpretation of ambulatory 
picketing. The first case * decided by the Board involved 
the Teamsters’ union. Others involving the same union 
have followed. The use of roving pickets is an old strat- 
egy in the trucking industry. In the Schultz case, a New 
York trucking concern moved its business across the river 
to New Jersey from whence it continued to service its 
New York customers. Members of a New Jersey local 
of the Teamsters were hired as drivers. The New York 
local demanded the driving work in New York City and 
began to follow the company’s trucks to their New York 
destinations. The pickets maintained their vigil near the 
trucks while they were parked on or near the premises of 
the secondary employer. The NLRB General Counsel 
issued a complaint on the grounds that the objective of 
the picketing was to induce the employees of secondary 
employers to refuse to handle the goods of the trucking 
company. A majority of the Board found no violation of 
the Act on the theory that the trucks represented a roving 
primary situs. A minority opinion signed by Board Mem- 
bers Reynolds and Gray vigorously dissented, pointing 
out that on the facts of the case, the objective of the 
picketing was clearly to influence the conduct of the em- 
ployees of the secondary employer. The majority opinion 
would, so the dissenting opinion said, effectively nullify 
the application of 8(b) (4) (A) of the Act to a large sec- 
tion of the trucking industry. . 

Shortly after the Schultz decision, the Board had an- 
other occasion to examine the ramifications of ambulatory 
picketing. In the Sterling Beverages case,”® a majority 


18 International Brotherhood of Teamsters, Local 807 and Schultz Refriger- 
ated Service, Inc., 87 N.L.R.B. 502 (1949). 

19 International Brotherhood of Teamsters, Local 807 and Sterling Beverages, 
Inc., 90 N.L.R.B. 401 (1950). 
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of the Board refused to apply the Schultz case theory be- 
cause there was some evidence that picketing took place 
in front of the secondary employer’s premises at times 
when the primary employer’s trucks were not present. 
At the present time, ambulatory picketing will be per- 
mitted by the Board if the following conditions are met: 


(a) The picketing is strictly limited to times when the situs of 
dispute is located on the secondary employer’s premises, 
(b) At the time of the picketing the primary employer is en- 
gaged in its normal business at the situs, 
(c) The picketing is limited to places reasonably close to the 
location of the situs, and 
(d) The picketing discloses clearly that the dispute is with the 
primary employer.”° 
It seems difficult to justify the Board’s theory, especially 
in the typical trucking industry situation. The major ob- 
jective of primary picketing is to influence non-striking 
employees of the primary employer. The ambulatory 
picketing doctrine is based on the theory that in the truck- 
ing industry the trucks, wherever located, are part of the 
primary situs. While a possible theory, the rationale 
breaks up on the rocks of practicality. The objective of 
picketing a truck of a primary employer is clearly not to 
influence the driver of the truck but rather to influence 
the loaders and unloaders, who are employed by the sec- 
ondary employer, to cease handling the goods—an objec- 
tive quite specifically proscribed by the Act. 


B 


Construction Industry Cases 


From those cases in which the employees of the pri- 
mary employer are occasionally doing business at the 
premises of the secondary employer, it is an easy jump 
to the construction industry cases where the employees 
of a number of employers are all engaged in activity at 
the same situs—the construction job. Aside from a “do- 


20 Sailors’ Union of the Pacific, 92 N.L.R.B. 547 (1950). 
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ing-business-with” problem, there is presented a difficult 
situation for the application of the primary picketing 
rule. Most of the construction industry cases have in- 
volved union efforts to force a general contractor to get 
rid of a non-union subcontractor. The cases which get 
to the Board almost always involve a broad strategy of 
pressure including the picketing of the non-union or un- 
fair subcontractor while he is on the job. Unfair lists, 
strikes or threats of strikes by unionized employees of the 
general contractor or other subcontractors are normally 
existent. Where such techniques are found, the label of 
unlawful is almost always attached to the conduct. No 
cases have been decided by the Board on the single issue 
of picketing the job while the non-union subcontractor is 
on the premises. It appears that the Board will apply the 
ambulatory picketing test quoted above to construction 
industry situations.” The result is to permit picketing 
of the unfair subcontractor at the situs of the job as long 
as the four conditions applicable to ambulatory picketing 
are carefully observed. This would seem to be a satis- 
factory solution to one of the most difficult secondary 
boycott situations. Like most solutions, however, it gives 
rise to additional problems. 

A customary and traditional protest in trade union 
history has been a refusal of union men to work beside 
non-union men on the same job. In the construction in- 
dustry, this is often the refusal of carpenters, bricklayers 
and other skilled artisans to work on a job with, for ex- 
ample, non-union electricians. Normally, the members 
of each craft or trade group are employed by a separate 
employer—all performing work on a subcontracting basis 
for a general contractor. If the unions strike or threaten 
to strike the job because the general contractor is using 
one or more non-union subcontractors, a violation of the 
Act is apparent. On the other hand, what is the result if, 


21 International Brotherhood of Boilermakers, etc., and Richfield Oil Corp., 
95 N.L.R.B. 1191 (1951). 
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in accordance with the well-understood practice, the 
union employees simply walk off the job saying that they 
cannot work beside non-union employees? The Board 
has had no occasion to directly face the issue. 

If in the construction industry unionized employees are 
to be permitted to exercise this historic practice, a broad 
avenue of escape from the clutches of the Act is opened 
up. This will be so, even though the refusal is permitted 
only when the employees of the non-union subcontractor 
are actually on the job. It is unlikely that the Board or 
the courts will extend the privilege to those situations in 
which the job has been labeled as unfair merely because 
one non-union subcontractor did, at one time, perform 
some work on the project. 


Suggested Amendment: 


The primary situs problem could be substantially 
clarified by the adoption of the following language after 
the wording “to engage in, or to induce or encourage the 
employees of any employer to engage in” as it appears in 
the opening part of 8(b) (4): 

(Except where such encouragement or inducement arises from 
lawful picketing at or near the premises of a primary employer) 

Committee reports and legislative debate should clearly 
indicate that by the use of the term “premises,” Congress 
intends to limit protective inducement to that taking place 
at the primary situs, which should not include trucks 
operating away from an employer’s garage or terminal. 


III 
PRODUCT BOYCOTTS 


A genuine but often unrecognized member of the pri- 
mary situs family is the traditional refusal to work on 
non-union goods. The product, in effect, becomes the 
situs. The Board has not, and is not likely to, extend the 
primary situs exception to cover product boycotts. Both 
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the language of the Act and the legislative history stand 
in the way of such an extension.” However, two small 
but important exceptions may be in the making. They 
take the form of contract clauses permitting refusal to 
handle and of individual or concerted refusal to accept 
employment. 


A 
Refusal to Handle by Contract 


In some industries it has been the practice to include in 
collective bargaining agreements provisions permitting 
employees to refuse to handle goods or equipment labeled 
as unfair by the union. Sometimes, the unfair label is 
applied principally to those goods produced or handled 
by employers with whom the union has a labor dispute. 
In other cases, the union may have no dispute with a 
producer or handler of the goods; its interest is in seeing 
that union men work only on union-made products. At 
first blush, such provisions would seem to run afoul of 
the spirit of the secondary boycott provisions of the Act. 
The Board has yet to clarify its stand on the matter. 

The two cases which have discussed the problem -in- 
volved the trucking and the construction industries. Pur- 
suant to a hot cargo clause in a collective bargaining con- 
tract, the employees of one trucking concern * refused to 
handle the equipment of another concern which had a 
dispute with the union. The General Counsel in issuing 
a complaint was of the view that such hot cargo clauses 
were repugnant to the policy of the amended Act. He re- 
garded the refusal to handle the primary employer’s 
equipment as a violation of 8(b) (4) (A). A majority of 


22In a recently decided case, Washington-Oregon Shingle Weavers’ District 
Council, etc., and Sound Shingle Co., 101 N.L.R.B. No. 203 (Dec. 19, 1952), 
summarized at 31 L.R.R.M. 1202 (1953), the Board found unlawful a refusal 
to process shingles not bearing a union label, despite the absence of a specific 
dispute between the union and the manufacturer of the non-union shingles. 

23 International Brotherhood of Teamsters, etc., and Henry V. Rabouin, 87 
?—— 972 (1949), aff'd sub nom. Rabouin v. NLRB, 195 F.2d 906 (2d 

ir, 1952). 
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the Board in a somewhat equivocal decision found no 
violation. The ruling does not clearly say that employees 
have the right to observe such clauses once they have been 
incorporated in a valid collective bargaining agreement 
but the import of the language implies as much. Ac- 
quiescence by the employers involved in the case was 
noted but not emphasized by the majority opinion. There 
are those who say that if the employees had refused a 
company order to perform the work, a violation would 
have been found. This may be a satisfactory explanation 
of what the correct interpretation should be. It is not 
the interpretation most clearly suggested by the decision 
itself. 

An adoption of the view that hot cargo clauses are 
legitimate and can be observed by employees goes a long 
way towards opening the barn door. It changes the sec- 
ondary boycott arena from the picket line to the bargain- 
ing table. Presumably, if the clause is legal, a strike to 
secure its acceptance is also legal. In the trucking in- 
dustry and in the construction trades, most unions are 
strong enough to get such clauses. 

The second case involving this type of provision arose 
in the construction industry in New York City.* The 
sheet metal workers’ union had a contract with the Dierks 
Company which contained among other things a pro- 
vision to the effect that all radiator enclosures installed 
by Dierks’ employees would be fabricated by a company 
doing business with the sheet metal workers’ union. For 
reasons unexplained, the company purchased some en- 
closures manufactured by an employer whose employees 
were represented by another union. In accordance with 
their contract provision, Dierks’ employees refused to in- 
stall the enclosures. The General Counsel applied for an 

24Douds v. Sheet Metal Workers’ Union, 101 F. Supp. 273 (E.D.N.Y. 
tos20. opinion on motion for reconsideration at 101 F. Supp. 970 (E.D.N.Y. 
1952). The NLRB recently handed down its decision on the case. The 
Board found no violation of the Act, on the theory that the union’s activity 
amounted to a lawful attempt to enlist management cooperation. Sheet Metal 


Workers International Ass’n, etc., and Ferro-Co. Corp., 102 N.L.R.B. No. 166 
(Feb. 25, 1953), summarized at 31 L.R.R.M. 1479 (1953). 
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injunction. The district court in its original decision 
denied relief on the grounds that since the union had no 
dispute with the manufacturer of the enclosures, Dierks 
Company was the primary employer. Therefore, no 
secondary boycott existed. To say the least, this was a 
novel theory which, if generally adopted, could have tre- 
mendous ramifications in all sorts of situations. On peti- 
tion for reconsideration, the court made no further men- 
tion of the original basis for dismissal and discussed the 
effect of the contract provision. Emphasized was the fact 
that the company acquiesced in the refusal of the em- 
ployees to install the enclosures. There was no order by 
the company and refusal to perform by the employees. 
The court said, “If there had been any evidence that 
Dierks’ agreement to the work stoppage was induced 
through fear of a strike or of other coercive action by 
the respondent, directly or through Dierks’ employees, 
the validity of the agreement would be subject to 
doubt.” * If the court is talking about the acquiescence 
of the company in the refusal to handle, the decision 
would seem to imply that the refusal of the employees to 
handle the goods in the face of an order by the company 
might have constituted a violation of the Act, despite the 
contract provision. 

It is hard to believe that either the Board or the courts 
will permit such evasion by contract. Little would be 
left of the secondary boycott prohibition if it becomes ac- 
cepted construction. Needless to say, there is nothing in 
the law or in practical affairs to support such an excep- 
tion unless public policy is to condone rather than con- 
demn secondary boycotts. 


B 
Refusal to Accept Employment 


Inducement of secondary activity is unlawful where 
it is directed towards a strike or concerted refusal by em- 


25101 F. Supp. 970, 972 (E.D.N.Y. 1952). 
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ployees “in the course of their employment” to do some- 
thing. In an industry where employment is usually on a 
casual or temporary basis, an avenue of evasion is opened 
up. The construction business is one such industry. There 
are others. Instead of urging its members to quit an un- 
fair job, a union can apparently refuse with impunity 
to let its people go on the job in the first place. 

One case * involving the issue has already been decided 
by the Seventh Circuit. The glazer’s union in Joliet, 
Illinois, was trying to prevent contractors from using pre- 
glazed sash. In effect, it was a product boycott. Among 
other things, the union ordered its members not to work 
for contractors who used such sash. The court felt that 
the proscription of the Act did not reach such conduct 
even though a type of secondary boycott was involved. 

If the court’s interpretation is correct, Congressional 
action is required. Otherwise, the secondary boycott pro- 
hibition can be tossed into the ash can as far as the con- 
struction industry is concerned. 


Suggested Amendments: 


Clarification of both these points is desirable. To take 
care of the contract clause situation, the following word- 
ing inserted after the word “services” as it first appears 
in 8(b) (4) will take care of the matter: 


regardless of any provisions in individual or collective bargain- 
ing contracts 


The second problem can be met by the insertion of 
the following wording after the term “strike” as it first 
appears in 8(b) (4): 


or refusal to let its members accept employment 


IV 


UNFAIR LISTS 


Unfair lists have long been used by unions as an ef- 
fective means of carrying on labor disputes. The purpose 


26 Joliet Contractors Ass’n v. NLRB, 31 L.R.R.M. 2361 (7th Cir. 1953). 
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varies from case to case. In some instances, the objec- 
tive is clearly to organize a nationwide, regional or local 
consumer boycott against the products manufactured or 
distributed by the employer listed as unfair. In others, 
the purpose is to advise fellow union members of the 
existence of a labor dispute. Finally, there are cases 
where the list is circulated to employers with the implicit 
suggestion that they cease doing business with the unfair 
company. As a technique in a labor controversy, the un- 
fair list is designed to induce somebody to do something 
or to refuse to do something. Thus there is often raised 
a question of the application of the secondary boycott sec- 
tion of the Taft-Hartley Act. 

The Board first considered the problem in United 
Brotherhood of Carpenters and Joiners of America and 
Wadsworth Building Co. There the union had a primary 
dispute with the manufacturer of prefabricated houses. 
In an effort to win the dispute, the union sought to put 
pressure on a company which assembled and sold the 
houses manufactured by the primary employer. The 
name of the secondary employer was placed on the unfair 
list that was circulated to constituent unions of the build- 
ing trades council in the area. The Board condemned the 
action as “an appeal to union men not to handle any goods 
or perform any services for Klassen [the secondary em- 
ployer ].” ” 

In the Osterink case,” the doctrine of the Wadsworth 
case was extended to a listing of a primary employer, but 
this was soon overruled by the Grauman decision. The 
Grauman Company was a party to the primary dispute. 
A majority of the Board announced the following theory: 
“We do not believe that the mere placing of the name of 
a primary employer on a labor organization’s unfair list, 
whatever its psychological impact, induces and encour- 


27 United Brotherhood of Capone, and Joiners of America and Wadsworth 
Bldg Co., 81 N.L.R.B. 802, 816 (194 
28 Bricklayers, Stonemasons, etc., ain Osterink Construction Co., 82 N.L.R.B. 
228 (1949). 
4 
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ages employees of other employers to engage in a work 
stoppage within the particular meaning of 8(b) (4) (A). 
Like direct picketing at a primary employer’s premises, 
the unfair listing of a primary employer is a traditional 
weapon used by labor organizations in direct support of 
a primary dispute.” ** Board members Reynolds and 
Gray wrote a dissenting opinion in which they argued for 
a case-by-case determination as to whether an unfair list- 
ing amounted to an unlawful inducement of the em- 
ployees of a secondary employer as proscribed by the Act. 
The minority felt that no hard and fast distinction could 
be made on the basis of whether the listing was applied 
to the primary or the secondary employer. The thinking 
developed by the majority in the Grauman case has been 
subsequently applied in other decisions.” 

A difficult problem of application was presented to the 
Board in Amalgamated Meat Cutters and Butcher Work- 
men of North America, etc., and Western, Inc." The 
primary employer was listed by the union as unfair. Also 
involved were instances where union officials reminded 
employees of secondary employers at their places of work 
of the existence and significance of the unfair listing. In 
an effort to find a solution, the Board said: 


We consider the Union’s internal operations in connection with 
their generalized listing of Western as “unfair,” including their 
minutes and resolutions passed at union meetings, to be primary 
and therefore lawful. Accordingly, we do not adopt the Trial 
Examiner’s findings that such activities violated Section 
8(b)(4)(A) or (B). There is valid support in practical human 
experience, although perhaps not in abstract logic, for pro- 
hibiting a union, as we have done, from telling a specific employee 
at his place of work about an unfair list, and yet holding the 
promulgation of that unfair list at a union meeting to be lawful. 
In effectuating the evident purpose of Congress to permit primary 
action while prohibiting secondary inducement, we cannot escape 
drawing a line somewhere so as to preserve a proper area in 


29 Denver Building and Construction Trades Council, etc., and the Grauman 
Co., 87 N.L.R.B. 755, 756 (1949). 

30 Lumber and Saw Mill Workers Union, Local 1407, etc., and Santa Ana 
Lumber Co., 87 N.L.R.B. 937 (1949); Spokane Building Trades Council and 
Kimsey Manufacturing Co., 89 N.L.R.B. 1168 (1950). 

3193 N.L.R.B. 336 (1951). 
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which both congressional objectives can best be fulfilled. As we 
indicated in the Grauman case, it is traditional primary action 
for a union, within its own councils, to classify a primary em- 
ployer as unfair, whereas conveying the same information to a 
secondary employer’s employee at his place of work assumes the 
aspect of unlawful secondary inducement tantamount to a specific 
direction to cease work.*? 

Under existing interpretation, the law seems to be that 
the listing of the primary employer is, under normal cir- 
cumstances, lawful. The listing of the secondary em- 
ployer is not. This is a convenient solution. It may not 
always agree with a strict reading of the language of the 
Act. As the minority noted in the Grauman case, there 
are some situations in which the objective of listing even 
the primary employer is clearly for the purpose of in- 
ducing the employees of other employers to cooperate in 
the labor dispute and the requested cooperation is di- 
rected to them as employees and not as consumers. There 
is, of course, nothing in the Act to prevent primary or 
secondary consumer boycotts nor is there any language 
to prevent the solicitation of employer cooperation. 

Unlike primary picketing at the situs of the dispute 
with the primary employer, the unfair list is not prin- 
cipally used for the benefit of the striking employees. It 
is not intended, moreover, to halt the operation of the 
primary employer’s facilities by direct action. It can be 
equated with primary picketing only on the grounds that 
both are traditional techniques. ‘The comparison ends 
there. Unfair lists have always had as their major ob- 
jective the inducement of a person or persons not di- 
rectly participating in the dispute to lend a hand in the 
union’s cause either by refusing to purchase, or refusing 
to work. Where these persons are employees of an econom- 
ically related employer and the inducement is directed 
towards having them strike or refuse to handle goods or 
equipment of the primary employer, the fundamental 
proscription of the Act seems quite clearly to apply. If 


82 Id. at 337. 
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the inducement of secondary boycotts is to be outlawed, 
then the publication and circulation of unfair lists that 
have such inducement as a major objective should fall 
under the proscription. 


V 
INDUCEMENT OF SUPERVISORS 


Over four years ago, the Board adopted the views ex- 
pressed by two of its trial examiners to the effect that 
words spoken by union agents and addressed to super- 
visory employees of secondary employers would not con- 
stitute violation of the secondary boycott provisions of 
the Act.” The first discussion of the issue in a Board de- 
cision appears in International Brotherhood of Teamsters 


and Henry V. Rabouin (Conway's Express), where the 
Board noted that: 


The General Counsel contends that the exclusion of super- 
visors from the term “employee” in Section 2(3) of the Act as 
amended was not intended to apply to Section 8(b) (4) (A), for 
such construction would lead to results wholly inconsistent with 
the purposes which Congress sought to achieve by the latter pro- 
vision. However, we are of the opinion that the exclusion of 
supervisors from the coverage of the amended Act was intended 
for all purposes. The definition of the term “employee” in Sec- 
tion 2(3) of the amended Act is clear and unequivocal. As Sec- 
tion 8(b) (4) (A) does not qualify or limit the term “employees” 
in any manner, the definition in Section 2(3) is controlling and 
it excludes supervisors. (Briggs Mfg. Co., 75 NLRB 66; see 
also N.L.R.B. v. Budd Mfg. Co., 169 F.2d 571 (C.A. 6), cert. 
den. 335 U.S. 908.) In accord with this construction is the legis- 
lative history of the amended Act, which indicates that Congress 
had in mind a complete exclusion of supervisors from the cover- 
age of the amended act. (Sen. Rep. No. 106, p. 5, House Cong. 
Rep. No. 510, p. 35; 80th Cong. Ist Sess. 1947; 83 Cong. Rec. 
3262, April 23, 1947.) We find that “supervisors” are not “em- 
ployees” within the meaning of Section 8(b) (4) (A).** 


While Congress may have had in mind in general terms 
a complete exclusion of supervisors from the coverage of 
the amended Act, there is no evidence that it ever con- 


33 Sealright Pacific Ltd., 82 N.L.R.B. 271 (1949) ; International Brotherhood 
of Electrical Workers, Local 501, 82 N.L.R.B. 1028 (1949). 
3487 N.L.R.B. 972, 980 (1949). 





SECONDARY BOYCOTTS AND THE TAFT-HARTLEY ACT 571 


sidered the precise point here involved. Indeed, it ap- 
pears likely that had Congress considered the matter it 
would certainly have regarded threats of secondary ac- 
tivity addressed to supervisors of secondary employers as 
unlawful. Nevertheless, the Board’s interpretation prob- 
ably represents the best construction of the language as it 
stands. Congressional disapproval of the result should be 
expressed in the form of an amendment. 

Only one additional point has been added to the official 
view on the matter. In the Arkansas Express case,” the 
Board found no illegality where the supervisors (in the 
specific case, dock foremen) were members of the union; 
nor was the result changed by the fact that several em- 
ployees may have overheard the discussion between the 
business agent and the supervisors. 

A good deal of excitement has been engendered by 
these decisions. Often it rests on a failure to adequately 
understand the practical implications of the Board’s view. 
The Board is not sanctioning secondary boycotts in these 
situations; it is merely saying that union agents can 
threaten with impunity as long as the threats are directed 
to company supervisors. Once the threats are directed 
towards employees, or are carried into action, a violation 
takes place. Consequently, the employer just has to stand 
his ground and wait until the union makes the next move. 
Not knowing this analysis, an employer, especially one 
who does not have the benefit of expert counsel, or one 
who is in an industry where such threats cannot be taken 
lightly, may accede to union demands without realizing 
that relief will be available should the union try to force 
his hand. 


Suggested Amendment: 


If threats of secondary activity addressed to non-super- 
visory employees are to be condemned, there is no reason 


35 Local Union No. 878 of the International Brotherhood of Teamsters and 
Arkansas Express, Inc., 92 N.L.R.B. 255 (1950). 
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why threats to supervisors and other managerial per- 
sonnel should not be placed in the same category. Here is 
the language which, if inserted after the wording “(4) to 
engage in, or to induce or encourage the employees of any 
employer to engage in,” will do the job: 


or to threaten any person therewith 


VI 
CONCLUSION 


So much for the problem children spawned by the 
secondary boycott provision of the Taft-Hartley Act. 
They may seem like a troublesome lot at times; yet de- 
spite the rumpus, the basic structure still holds together. 
For the most part, the law has laid a stern hand on the 
major types of traditional and effective secondary activ- 
ity. 

Unions may object to the statute itself. They have 
little cause to object to Board or court interpretation. 
Where alternative interpretations have been possible, the 
more lenient has usually been adopted. The cries of labor 
anguish, therefore, should be directed towards the Con- 
gress, not the Board. 

Employers, on the other hand, especially those injured 
by secondary activity falling outside the reaches of exist- 
ing interpretation, have not hesitated to express disap- 
proval. It is probably fair to say that the close ones have 
been called against them. But this fact is not necessarily 
an indictment of the Board. As already suggested, the 
wording of the section is at once comprehensive and cate- 
goric. Even a gentle construction cuts across long estab- 
lished practices which had achieved, in some cases, the 
status of social, if not legal, rights. 

Yet, if secondary boycotts are to be actively banned, 
some traditional practices must be restricted. The amend- 
ments suggested are designed to set up a more effective 
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prohibition. With these proposals, the first part of 
8(b) (4) would read as follows: 


(b) It shall be an unfair labor practice for a labor organization 
or its agents... 


(4) to engage in, or to induce or encourage the employees of 
any employer to engage in (except where such encouragement 
or inducement arises from lawful picketing at or near the prem- 
ises of a primary employer), or to threaten any person therewith, 
a strike, or refusal to let its members accept employment, or a 
concerted refusal in the course of their employment to use, manu- 
facture, process, transport or otherwise handle or work on any 
goods, articles, materials or commodities or to perform any serv- 
ices, regardless of any provisions in individual or collective bar- 
gaining contracts, where an object thereof is: (A) forcing or 
requiring any employer or self-employed person to join any labor 
or employer organization or any employer or other person to 
cease using, selling, handling, transporting, or otherwise dealing 
in the products of any other producer, processor, or manufacturer, 
or to cease doing business with any other person; .... 
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EDITORIAL NOTES 


THE NEW PATENT ACT AND THE PRESUMPTION 
OF VALIDITY 


I 
INTRODUCTION 


The new Patent Act has, for the first time in the history of modern 
patent law,’ expressly recognized the presumption of validity arising 
from the grant of a patent.? Although this presumption would seem 
to have been firmly established in the patent law,* there has been a 
growing tendency in recent cases “to ignore or pay little more than 
lip service” to it. In order to dispel the doubts which these recent 
cases have injected into the patent law,> Congress enacted Section 282 
of the new Patent Act. This section provides: 


A patent shall be presumed valid. The burden of establishing 
invalidity of a patent shall rest on a party asserting it.® 


The Committee on Patents declared that the intention of this section 
was to codify “the existing presumption of validity.”* This pro- 
vision considered in light of the Congressional intent presents three 


basic problems. 


1. Whether there is an “existing” presumption of validity. 

2. If there is, what effect do the other provisions of the new Act 
have on it? 

3. Whether this provision of the new Act necessarily includes the 
related presumption that the Patent Office is also correct when 
it refuses to allow a claim. 


1 Congress had provided in the Act of 1790, 1 Star. 109 (1790), that a patent 
should be prima facie evidence of validity. This provision was not reenacted in 
the Act of 1793, 1 Strat. 318 (1793). However, after the Reorganization Act 
of 1836, 5 Stat. 117 (1836), which provided for the examination system but not 
for a presumption of validity, the courts again recognized the presumption aris- 
ing from the grant of a patent. See Goodyear v. Day, 10 Fed. Cas. 677, No. 
5566 (C.C.N.J. 1852). 

235 U.S.C. § 282 (1952). The presumption of validity arises from the grant 
of a patent. R.C.A. v. Radio Engineering Laboratories, 293 U.S. 1 (1934) ; 
Faulkner v. Gibbs, 170 F.2d 34 (9th Cir. 1948), aff'd, 338 U.S. 267 (1949) ; 
Cover v. Chicago Eye Shield Co., 111 F.2d 854 (7th Cir. 1940). 

3 See R.C.A. v. Radio Engineering Laboratories, 293 U.S. 1 (1934) ; Smith v. 
Goodyear Dental Vulcanite Co., 93 U.S. 486 (1876) ; Agawam Co. v. Jordon, 7 
Wall. 583 (U.S. 1868). , 

4 Hearings before Subcommittee No. 3 of the Committee on the Judiciary 
House of Representatives on H. R. 3760, 82d Cong., Ist Sess. 46 (1951) (here- 
inafter cited as Hearings). See notes 25 and 26 infra. 

5 Hearings, supra note 4, at 46. 

635 U.S.C. § 282 (1952). 

7H.R. Rep. No. 1923, 82d Cong., 2d Sess. 29 (1952). 
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The present note considers the past judicial attitudes toward the 
presumption of validity, as well as its related phases, and points out 
the factors which the courts should consider in applying the presump- 
tion under the new Act. 


II 
PRESUMPTIONS IN INFRINGEMENT SUITS 


The first phase of the presumption arises in infringement cases, 
and involves the inference that, because of the settled Patent Office 
practice of examination of each application by experts in a particular 
field, coupled with a search of the pertinent prior art, the patent issued 
has fulfilled all the conditions prerequisite to patentability. In these 
cases the alleged infringer raises the defense of invalidity, thereby re- 
quiring the court to decide what weight should be given to the previous 
determination of patentability made by the Patent Office. 


A 
Ex parte Proceedings 


Many courts have encountered little difficulty in determining the 
weight or effect to be given to this prior determination by the Patent 
Office. They have characterized the presumption attending the issu- 
ance of a patent as being strong,® creating a heavy burden,’® but not 
as conclusive." 


Added weight has been attributed to the basic presumption when 
the principal prior art references relied on as anticipatory were con- 
sidered by the Patent Office during prosecution of the application.’ 


8 Paramount Industries v. Solar Products Corp., 93 F. Supp. 331 (E.D.N.Y. 
1950), aff'd, 186 F.2d 999 (2d Cir. 1951). 

® Park-In Theaters v. Rogers, 130 F.2d 745 (9th Cir. 1942). 

10 General Motors Corp. v. Kesling, 164 F.2d 824 (8th Cir. 1947), cert. 
denied, 333 U.S. 855 (1948); Mumm v. Decker & Sons, 301 U.S. 168 (1937). 

11 Crowell v. Baker Oil Tools, 153 F.2d 972 (9th Cir. 1946). 

12 R.C.A. v. Radio Engineering Laboratories, 293 U.S. 1 (1934) ; Lewyt Corp. 
4 a Inc., 181 F.2d 855 (7th Cir. 1950), cert. denied, 340 U.S. 823 

). 

The presumption is still valid even though one of the alleged prior art refer- 
ences was not considered by the examiner. Paramount Industries v. Solar 
Products Corp., 93 F. Supp. 331 (E.D.N.Y. 1950); Condensor Corp. of Am. 
v. Micamold Radio Corp., 54 F. Supp. 327 (E.D.N.Y. 1944). Contra: Amer- 
ican Wood Products Corp. v. Crane Co., 29 F. Supp. 807 (N.D. Ohio 1937) 
(by implication). However, where “some” of the pertinent prior art references 
were not considered before issuance, the presumption is weakened, Kilgore Mfg. 
Co. vy. Triumph Explosives, Inc., 37 F. Supp. 766 (D. Md. 1941), greatly weak- 
ened, Gomez vy. Granat Bros., 177 F.2d 266 (9th Cir. 1949) (none of the alleged 
anticipating references were considered by the Patent Office), or destroyed, 
Reynolds v. Emaus, 87 F. Supp. 451 (W.D. Mich. 1949) ; Cutler Mail Chute 
Co. v. Capital Mail Chute Corp., 118 F.2d 63 (2d Cir. 1941), cert. denied, 313 
U.S. 580 (1941) (by implication), depending upon the number and pertinency 
of the prior art references the examiner failed to consider. Babson Bros. Co. v. 
Perfection Mfg. Corp., 86 F. Supp. 754 (D. Minn. 1949). 
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Where the applicant had appealed to the Patent Office Board of 
Appeals in order to obtain claims to certain subject matter, it has 
been held that the presumption is greatly strengthened ** but only 


with respect to the prior art considered by the Board of Appeals,” 
and in any event is not conclusive.*® 


The effect of the presumption outlined above has been variously 
described as requiring the party claiming invalidity to overcome the 
presumption by preponderating evidence,** clear proof,’’ or that every 
reasonable doubt should be resolved in favor of the patent,’* depend- 
ing upon how much of the pertinent prior art the Patent Office failed 


to consider. However, regardless of the variety of language used, 
it is clear that 


Through all the verbal variances . . . runs this common core of 
thought and truth, that one otherwise an infringer who assails 
the validity of a patent fair upon its face bears a heavy burden 
of persuasion, and fails unless his evidence has more than a 
dubious preponderance.’® 


B 
Inter parte Proceedings 


Where the patent was involved in an adversary proceeding such as 
an interference *° before its issuance, and is the basis for an infringe- 


If the examiner has considered the same or similar subject matter contained 
in other patents, although the particular patent urged as anticipating did not 
receive his attention, the presumption is unimpaired. Babson Bros. Co. v. Per- 
fection Mfg. Corp., 86 F. Supp. 754 (D. Minn. 1949). In cases where no simi- 
lar or same subject matter was before the examiner during the prosecution of 
the application, as evidenced by the file wrapper, the courts have generally held 
that there is no presumption that the subject matter of the other references was 
considered by the examiner and held to be not pertinent. Nordell v. Interna- 
tional Filter Co., 119 F.2d 948 (7th Cir. 1941) ; Tempco Products, Inc. v. Timp- 
ken Detroit Axle Co., 110 F.2d 307 (6th Cir. 1940) ; Robinson Aviation, Inc. v. 
Barry Co., 95 U.S.P.Q. 78 (D.C. Mass. 1952). Contra: Adler Sign Letter 
Co. v. Wagner Sign Service, Inc., 112 F.2d 264 (7th Cir. 1940) (apparently 
overruled by the Nordell case). 

13Modern Products Supply Co. v. Drachenberg, 152 F.2d 203 a Cir. 1945) ; 
Hall v. Montgomery Ward & Co., 57 F. Supp. 430 (N.D. W. Va. 1944). 

14 Mathews Conveyor Co. v. Palmer- Bee Co., 135 F.2d 73 (6th Cir. 1943). 

15 Hall v. Montgomery Ward & Co., 57 F. Supp. 430 (N.D. W. Va. 1944). 

16 McMichael & Wildman Mfg. Co. v. Stafford, 105 Fed. 380 (C.C.N.D.N.Y. 

) 


1 

17 Mohr & Sons v. Alliance Securities Co., 14 F.2d 799 (9th Cir. 1926); F. 
E. Meyers Co. v. Goulds Pumps, Inc., 91 F. Supp. 475 (W.D.N.Y. 1950). In 
both these cases all the alleged anticipating references were considered during 
the Patent Office prosecution. 

18 Williams Mfg. Co. v. United Shoe Mach. Corp., 121 F.2d 273 (6th Cir. 
1941), aff'd, 316 U.S. 364 (1941); Cooper v. Westchester County, 85 F. Supp. 
589 ( Ss] N.Y. 1949). In both these cases “most” of the prior art references 
alleged as anticipating were considered by the Patent Office. 

19 R.C.A. v. Radio Engineering Laboratories, 293 U.S. 1, 8 (1934). 

20 See Williams Mfg. Co. v. United Shoe Mach. Corp., 121 F.2d 273, 277 (6th 
Cir. 1941), aff'd, 316 U.S. 364 (1941). 
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ment suit, the effect of the greater presumption ** arising from this 
proceeding must be analyzed by determining what pertinent references 
were considered in the interference, and whether these same refer- 
ences are alleged to anticipate the patent in the defense to an infringe- 
ment suit.2* The “greater” presumption in these cases is not, however, 
solely the result of determining the pertinent prior art references 
considered by the Patent Office. Additional weight is also attached 
because of the adversary proceeding per se.”* The latter added weight 
is based on the intense scrutiny to which the patent applications are 
subjected during the interference proceeding.** 


III 


CoNFLICTING ATTITUDES IN INFRINGEMENT SUITS 


Although as a general rule the courts have recognized and applied 
the presumption in infringement cases in accordance with factors out- 
lined above, there has been a growing tendency in recent cases to 
doubt the logic of its application,”® with the result that some courts re- 
quire the patentee to prove the validity of his patent by a preponder- 
ance of evidence.”* One court in rejecting the presumption stated that 


21 Hildreth vy. Mastoras, 257 U.S. 27 (1921); Reynolds v. Whitin Mach. 
Works, 167 F.2d 78 (4th Cir. 1948), cert. denied, 334 U.S. 844 (1948). 

22 Reynolds v. Whitin Mach. Works, 167 F.2d 78 (4th Cir. 1948), cert. 
denied, 334 U.S. 844 (1948); Spring-Air Co. v. Ragains, 96 F. Supp. 79 
(W.D. Mich. 1951) ; Godfrey L. Cabot, Inc. v. Huber Corp., 35 F. Supp. 373 
(N.D. Tex. 1940). In all these cases the court qualifies the added presumption 
created because of the interference proceedings by such phrases as “in which 
certain prior art patents were considered.” 

23 Baker—Cammack Hosiery Mills, Inc. v. Davis Co., 181 F.2d 550, 564 (4th 
Cir. 1950) ; Farval Corp. v. Republic Steel Corp., 82 F. Supp. 31 (N.D. Ohio 
1948). See also Hemmel Bros. Co. v. Serrick Corp., 122 F.2d 740 (7th Cir. 
1941), where it was held that if the award of priority was solely the result of 
a concession the presumption is not strengthened. 

24R.C.A. v. Radio Engineering Laboratories, 293 U.S. 1 (1934); Baker— 
Cammack Hosiery Mills, Inc. v. Davis Co., 181 F.2d 550, 564 (4th Cir. 1950). 

The effect of this added weight depends upon whether the parties to the in- 
fringement suit are the same as the parties to the previous interference pro- 
ceeding. See R.C.A. v. Radio Engineering Laboratories, 293 U.S. 1 (1934), 
citing Rousso v. First Nat. Bank in Detroit, 37 F.2d 281, 283-284 (6th Cir. 
1930). See Excel Auto Radiator Co. v. Bishop & Babcock Mfg. Co., 167 F.2d 
962 (6th Cir. 1948). 

25 “How strong this presumption of validity may be is debatable, in view of 
the multiplicity of patents being issued.” Graham Paper Co. v. International 
Paper Co., 46 F.2d 881, 885 (8th Cir. 1931). “The presumption of validity of 
administrative grant has been in recent years almost reduced to nullity in patent 
— ‘ Jacuzzi Bros., Inc. v. Berkeley Pump Co., 191 F.2d 632, 634, 635 (9th 

ir. 1951). 

26 Philip A. Hunt Co. v. Mallinckrodt Chemical Works, 72 F. Supp. 865 
(E.D.N.Y. 1947), aff’d, 177 F.2d 583 (2d Cir. 1949); Hueter v. Sears, Roebuck 
& Co., 91 U.S.P.Q. 238 (N.D. Ohio 1951). In Myers v. Beall Pipe & Tank 
Corp., 90 F. Supp. 265, 268 (D. Ore. 1948), it was stated: “The writer has 
heretofore pointed out that it was passing strange that the presumption of valid- 
ity, which formerly was accorded the grant by the Patent Office, one of the 
oldest and most firmly founded of the administrative bodies, is treated by the 
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the presumption was “incapable of sustaining anything more substan- 
tial than the memory of earlier social and economic concepts.” 27 Other 
courts have admitted that this tendency toward abolition exists, but 
have, nevertheless, applied the presumption on the ground that the in- 
tent of Congress is that the patent be presumed valid until the contrary 
was established.** The courts which reject or merely render lip 
service to the presumption base their action on two facts: (1) the 
Patent Office has in recent years issued an enormous number of 
patents,”* and (2) many courts, including the Supreme Court, have 
given the presumption no effect in recent cases.*° The conclusion 
seems to be that the Patent Office has “‘misused its authority so that 
the courts will no longer entertain the presumption.” ** Evidently 
what is meant by “misused authority” is that the Patent Office has 
accepted a lower standard of invention to fulfill the requirements of 
patentability than the courts require in upholding the validity of a 
patent once it is being tested in the courts.** 


appellate courts as evanescent as a cloud. Therefore, in consideration of this 
patent, the court has treated it as though the burden was upon the patentee to 
establish validity. In no other way can the trial courts, under the present 
winds of doctrine, find whether a patent is strongly rooted enough so that it 
will not be uprooted. This is in strong contrast with other agencies, which can 
do no wrong.” 

27 Philip A. Hunt Co. v. Mallinckrodt Chemical Works, 72 F. Supp. 865, 
869 (E.D.N.Y. 1947), aff'd, 177 F.2d 583 (2d Cir. 1949). 

28 Fischer v. Karl, 6 F.R.D. 268 (E.D.N.Y. 1946). 

29“The case is made troublesome because of the many patents in evidence, 
which together constitute a glaring example of issuing patents for the merest 
shade or shadow of inventive advancement.” Graham Paper Co. v. Interna- 
tional Paper Co., 446 F.2d 881, 885 (8th Cir. 1931). See also National Popsicle 
Corp. v. Alaskan Frozen Products, Inc., 30 U.S.P.Q. 131 (E.D.N.Y. 1936) ; 
Baker & Co. v. Fischer, 52 F. Supp. 910 (D.N.J. 1943). 

30 Philip A. Hunt Co. v. Mallinckrodt Chemical Works, 72 F. Supp. 865 
(E.D.N.Y. 1947), aff'd, 177 F.2d 583 (2d. Cir. 1949). 

“In considering the question of the validity of the patents in suit, the court 
cannot disregard the fact that the decisions of the Supreme Court of the United 
States in recent years clearly indicate a trend toward a higher standard of in- 
vention.” Spring-Air Co. v. Ragains, 96 F. Supp. 79, 81 (W.D. Mich. 1951). 
See also Foxboro Co. v. Taylor Instrument Co., 157 F.2d 226, 234 (2d Cir. 
1946), cert. denied, 329 U.S. 800 (1947). See Note, [1950] Wis. L. Rev. 556. 

31 Ginsberg v. Railway Express Agency, Inc., 72 F. Supp. 43, 44 (S.D.N.Y. 
1947) where it was stated: “It may now well be said that no presumption 
whatever arises from the grant of patent.” 

82 See Magnaflux Corp. v. Coe, 139 F.2d 531, 532 (D.C. Cir. 1943). See also 
the dissenting opinion of Justice Black in Goodyear Co. v. Ray-O-Vac Co., 321 
U. S. 275, 279-280 (1944). But see Mr. Justice Jackson dissenting in Junger- 
son v. Ostby & Barton Co., 335 U.S. 560 (1949) where he states: “It would 
not be difficult to cite many instances of patents that have been granted, im- 
properly I think, and without adequate tests of invention by the Patent Office. 
But I doubt that the remedy for such Patent Office passion for granting pat- 
ents is an equally strong passion in this Court for striking them down so that 
the only patent that is valid is one which this Court has not been able to get 
its hands on.” Id. at 572. 

Some writers have expressed the opinion that the Supreme Court has not 
raised the standard of invention. Balluff, Do Recent Supreme Court Opinions 
Raise the Standard of Invention? 34 J. Pat. Orr. Soc’y 847 (1952). 
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The Supreme Court majority opinions since 1937,** where the issue 
was the validity of a patent, have not affirmatively attributed any 
weight to the presumption arising from the grant of a patent.** This 
absence of Supreme Court recognition, primarily the result of a higher 
judicial standard of invention, has led some writers to conclude that 
the presumption no longer exists.*° 


IV 
Suits To COMPEL THE ISSUANCE OF A PATENT 


The presumption of validity is in essence a recognition that pre- 
sumably the Patent Office has performed its functions according to 
law.*® Another presumption applicable in patent law is based upon 
this same recognition. This presumption is one of administrative 
correctness,*” and is applied by the courts in suits to compel the al- 
lowance of a claim.** The presumption of validity has the effect of 
requiring the party claiming invalidity to sustain the burden of prov- 
ing invalidity, whereas the presumption of administrative correctness, 
in a suit to compel the issuance of a patent,®® requires the applicant 
to sustain the burden of proof. However, both presumptions arise 
from the same basis, i.e., a decision of the Patent Office, and there- 
fore are corollary presumptions.*° 


38 The case of Mumm v. Decker & Sons, 301 U.S. 168, 171 (1937), is the 


last case which affirmatively recognizes the presumption of validity. 

34 However, it has received some recognition by dissenting justices. See 
Justice Black dissenting in Williams Mfg. Co. v. United Shoe Mach. Co., 316 
U.S. 364, 392 (1942) where it was stated concerning the opinion of the “court 
below” (which recognized the presumption of validity) that “in the absence 
of a statutory prescription to the contrary, I see no reason for extending the 
presumption of validity arising from the mere issuance of a patent beyond the 
asst) compass indicated by . . . the Radio Corporation case (293 U.S. 1 
(1931) ).” 

35 See Note [1950] Wis. L. Rev. 556. See also GLascock & STRINGHAM, 
Patent Law—SusstantTive Aspects § 3183 (1943). 

36 Mumm v. Decker & Sons, 301 U.S. 168 (1937). 

37 National Lead Co. v. Kingsland, 74 F. Supp. 985 (D.D.C. 1948). 

38 Rev. Stat. § 4915 (1875), 35 U.S.C. § 63 (1946), states, “Whenever a 
patent on application is refused by the Board of Appeals . . ., the applicant .. . 
may have remedy by bill in equity, .. .” (35 U.S.C. § 146 (1952) does not 
represent a substantial change in this aspect). 

39 Another phase of the presumption not discussed here in detail is the weight 
which the Court of Customs and Patent Appeals attributes to the Commission- 
er’s decision. That court will not generally reverse the findings of the board of 
intereference examiners unless it is manifestly wrong. Land v. Kasemann, 34 
C.C.P.A. (Patents 1191, 162 F.2d 498, 74 U.S.P.Q. 176 (1947). In general 
that court attributes similar weight to Patent Office decisions. See Appli- 
cation of Kinderman, 37 C.C.P.A. (Patents) 800, 178 F.2d 937, 84 U.S.P.Q. 
242 (1949); Dreyer v. Haffcke, 30 C.C.P.A. (Patents) 1278, 137 F.2d 116, 
58 U.S.P.Q. 545 (1943); In re Stacy, 30 C.C.P.A. (Patents) 972, 135 F.2d 
232, 57 U.S.P.Q. 307 (1943). 

40 Magnaflux Corp. v. Coe, 139 F.2d 531, 532 (D.C. Cir. 1943), where it was 
stated, “In a suit to obtain a patent the presumption of administrative . 
correctness runs against the rejected claims, while in an infringement suit the 
presumption of administrative correctness runs in favor of the issued patent.” 
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A 


Ex parte Proceedings 


Since the statute which allows a suit against the Commissioner of 
Patents requires an exhaustion of administrative remedies before suit 
against the Commissioner can be brought,** all cases under this 
statute have had at least two determinations on the issue of patent- 
ability, one by the examiner and one by the Board of Appeals. The 
effect of the presumption in the older cases of this type was that every 
reasonable doubt as to whether invention existed should be resolved 
in favor of the applicant.** However, in more recent years the courts 
have considered the Patent Office decision of great weight ** and have 
declared that the old rule is a Patent Office guide for deciding the 
issue of patentability and has no application in the courts.“ The 
effect of the presumption in the more recent cases is to resolve all 
reasonable doubts in favor of the administrative decision,*® with the 
result that the Commissioner’s decision must be affirmed if it is rea- 
sonable,** rational,** or if his findings are not erroneous.** This 
change from the reasoning of the older cases can probably be at- 
tributed to the recent tendency to raise the judicial standard of in- 
vention.*® 


B 
Inter parte Proceedings 


Where the application was involved in an interference in the Patent 
Office and the applicant was denied priority,®° the courts have given 
the presumption of administrative correctness the effect of requiring 


41 See note 38 supra. 

42 In re Coykendall, 29 F.2d 868 (D.C. Cir. 1928). Under this rule the pre- 
sumption of administrative correctness was practically non-existent. ; 

43 Schering Corp. v. Marzall, 101 F. Supp. 571 (D.D.C. 1951), where it was 
stated, “great weight must attach to the decision of the Patent Office, especially 
if the two tribunals of that office concur.” 

44 National Lead Co. v. Kingsland, 74 F. Supp. 985 (D.D.C. 1948). 

45 General Motors Corp. v. Coe, 120 F.2d 736 (D.C. Cir. 1941). 

46 Besser v. Ooms, 154 F.2d 17 (D.C. Cir. 1946). 

47 Abbott v. Coe, 109 F.2d 449 (D.C. Cir. 1939). 

48 Hoover Co. v. Coe, 325 U.S. 79, 87, (1945). 

49 Compare Besser v. Ooms, 154 F.2d 17 (D.C. Cir. 1946), citing Cuno Corp. 
v. Automatic Devices Corp., 314 U.S. 84, 91 (1941), with In re Coykendall, 29 
F.2d 868 (D.C. Cir. 1928) ; In re Henry, 6 F.2d 699 (D.C. Cir. 1925) ; Applica- 
tion of Wilson, 258 Fed. 976, 977 (D.C. Cir. 1919) and cases cited. See espe- 
cially the dissenting opinion of Judge Edgerton in Carbide & Carbon Chemicals 
Corp. v. Coe, 102 F.2d 236, 242, 244 n. 3 and related text (D.C. Cir. 1938). 

50 Rev. Stat. § 4915 (1875), 35 U.S.C. § 63 (1946) states “... whenever any 
applicant is dissatisfied with the decision of the board of interference examin- 
ers, the applicant . . . may have remedy by bill in equity.” (35 U.S.C. § 146 
(1952) expressly limits such actions to “questions of priority”). Thus there 
must be an exhaustion of administrative remedies before a suit under this stat- 
ute can be brought. 
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evidence which carries a “thorough conviction to the mind” * in order 
to merit the reversal of the Patent Office decision. 

It is therefore apparent that the presumption is of greater effect 
when the claims were involved in an interference proceeding than 
it is when the Board of Appeals refuses to allow a claim. The reason 
for this difference is that the interference proceeding is an adversary 
proceeding ** entailing intense scrutiny of the claims,®* whereas an 


appeal to the Board of Appeals is generally considered an ex parte 
proceeding.** 


V 


THE PRESUMPTIONS OF VALIDITY AND OF ADMINISTRATIVE 
CorrRECTNESS: A COMPARISON 


The presumption as applied in suits to compel the issuance of a 
patent is apparently of greater weight than it is in infringement suits, 
the Patent Office proceedings being similar. Although the difference 
between resolving all doubts in favor of the Patent Office decision * 
and requiring clear proof ** that the prior art is anticipatory may be 
“gradations of difference so subtle” that they are not “susceptible of 
pursuit without leading us into a land of shadows,” ** such distinc- 
tions have been recognized.** Various reasons have been given 
for this difference, but the essence of these distinctions has been stated 
to be: 


The frequency with which the Supreme Court, notwithstand- 
ing the presumption, has overruled the Patent Office on the issue 
of invention in infringement suits ®* indicates that the Patent 


51 R.C.A. v. Radio Engineering Laboratories, Inc., 293 U.S. 1 (1934). There 
would appear to be little doubt that this is the effect of the presumption in 
interference cases. Morgan v. Daniels, 153 U.S. 120 (1894) ; Sanford v. Kep- 
ner, 195 F.2d 387 (3d Cir, 1952), aff'd, 344 U.S. 13 (1952) ; Ericson v. Jorgen- 
sen, 180 F.2d 180 (8th Cir. 1950). 

52 See Morgan v. Daniels, 153 U.S. 120 (1894). 

58 R.C.A. v. Radio Engineering Laboratories, 293 U.S. 1 (1934). 

54 Williams Mfg. Co. v. United Shoe Mach. Corp., 121 F.2d 273, 277 (6th 
Cir. 1941), aff'd, 316 U.S. 364 (1942). 

55 National Lead Co. v. Kingsland, 74 F. Supp. 985 (D.D.C. 1948). 

56 Hall v. Montgomery Ward & Co., 57 F. Supp. 430 (N.D. W. Va. 1944). 

57 See R.C.A. v. Radio Engineering Laboratories, Inc., 293 U.S. 1, 10 (1934). 

58 Magnaflux Corp. v. Coe, 139 F.2d 531 (D.C. Cir. 1943). See —_ 
opinion of Judge Edgerton in Carbide & Carbon Chemicals Corp. v. Coe, 
F.2d 236, 245-246 (D.C. Cir. 1938). 

5% Footnote renumbered from Magnaflux Corp. v. Coe, 139 F.2d 531 (D.C. 
Cir. 1943). “Statistics from 1933 to 1938 are collected in a dissenting opinion in 
Carbide & Carbon Chemical Corp. v. Coe, 69 App. D.C. 372, 378, 381, Note 10, 
102 F.2d 236, 242, 245. Cf., e.g. Marconi Wireless Telegraph Co. of Am. v. 
United States, 320 U.S. 1 

See also Caille v. Kingsland, 73 F. Supp. 921 (D.D.C. 1947), where the 
court, in footnote 4, lists additional decisions of the Supreme Court illustrative 
of this attitude. More recent cases are: Crest Specialty v. Trager, 341 U.S. 
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Office standards of invention in the past have been too low. It 
is the more important that the presumption that the Patent Office 
is right when it rejects a claim for lack of invention be given 
the full weight to which it is entitled under the law. To interpret 
the presumption narrowly would prevent the Patent Office from 
raising its standards of invention to the present legal level.*° 


The conflicting and changing attitudes ** of the courts in recog- 
nizing the presumption, in determining its weight, and in applying 
it to the two phases discussed, have as a common basis one reason. 
This reason is the supposed efforts of the Supreme Court to raise 
the standard of invention. 

This test of invention is the very reason why the Supreme Court 
has not in recent years given any recognition to the presumption of 
validity.** By approving such a test, the Court has generally been 
precluded from giving any effect to this presumption, since the Patent 
Office has not applied such a test in determining invention.** There- 
fore, many patents which reach the Supreme Court, where the issue 
is validity, will fail to meet this exacting requirement, and the Court 
will be precluded from giving any effect to the presumption that all 
other requirements of patentability have been fulfilled.“*© This would 
seem to leave the presumptions as to all requirements of patentability, 
except that of invention, unimpaired. 


VI 


Tue EFFEcT OF THE NEW Patent Act 


As pointed out above, the intent of Congress in codifying the pre- 
sumption of validity was to declare the “existing presumption of valid- 
ity.”** The first problem which this intent raises is in connection 
with the presumption that invention exists, since there seems to have 


912 (1951) ; Great Atlantic & Pacific Tea Co. v. Supermarket Equipment Corp., 
340 U.S. 147 (1950) ; Graver Tank & Mfg. Co. v. Linde Air Products Co., 336 
U.S. 271 (1949); Mandel Bros., Inc. v. Wallace, 335 U.S. 291 (1948); Hali- 
burton Oil Well Cementing Co. v. Walker, 329 U.S. 1 (1946). 

60 Magnaflux Corp. v. Coe, 139 F.2d 531, 532 (D.C. Cir. 1943). 

61 The changes of judicial attitude can be generalized as follows: (1) Doubts 
as to the existence of a presumption of validity in infringement cases, (2). The 
reversal of the attitude toward the Commissioner’s decision in ex parte suits to 
compel the issuance of a patent, (3) The difference between the effects of the 
presumption of validity and the presumption of administrative correctness where 
the Patent Office proceedings were similar. 

62 See note 32 supra. 

63 See note 59 supra, and related text. 

64 See note 30 supra. ti 

65 Regardless of the fact that all other conditions of patentability have been 
complied with, the requirement of a “flash of genius” made unnecessary any 
Supreme Court recognition of the fact that these conditions had been met. 

6¢ H.R. Rep. No. 1923, 82d Cong., 2d Sess. 29 (1952). 


5 
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been no definite judicial attitude against recognizing any of the other 
segments of the presumption. 

In solving this problem Section 282 must be considered in the light 
of Section 103 of the new Act. The latter section provides in part: 


Patentability shall not be negatived by the manner in which the 
invention was made. 


The declared intent of this section is that: 


. . . it is immaterial whether it (invention) resulted from long 
toil and experimentation or from a flash of genius [Italics 
added }.°* 


Thus, the reasoning of the courts in diminishing the effect of the pre- 
sumption is no longer valid. However, this does not answer the 
question of what the “existing” presumption of invention is. If the 
term “existing” is taken literally there is no existing presumption of 
invention, since the Supreme Court has in effect negatived any such 
presumption. But to say that it was not the intent of Congress to 
recognize such a presumption is to ignore the express words of the 
Act.®® The codified presumption of validity must be taken to include 
a presumption of invention, since the Act states that a “Patent shall 
be presumed valid” and invention is one of the requirements of 
validity. 


VII 
CoNCLUSION 


If the courts are to carry out the Congressional intent of the new 
Patent Act, i.e., to add stability to the patent system,”® their previous 
attitudes toward the presumption of validity and the presumption of 
administrative correctness must be reappraised. Many factors must 
be taken into consideration in the application of these presumptions, 
but the main factors may be generalized as follows: 


1. If the public is to obtain the benefits of a disclosure of technical 
developments in the useful arts, the inventor must remain con- 
fident that the consideration for such a disclosure is not of 


nebulous value.” 
PSR ee i tases a7 ke ee ee a 


67 35 U.S.C. § 103 (1952). 

68 H.R. Rep. No. 1923, 82d Cong., 2d Sess. 18 (1952). , 

69“In view of the growing tendency in the recent past for courts to ignore 
or pay little more than lip service to the doctrine of the presumption of validity, 
it is hoped that this positive declaration by Congress will be of real value in 
strengthening the Patent System.” Hearings, supra note 4, at 46. See notes 25, 
26 supra. 

70 See note 68 supra. 

71 Hearings, supra note 4, at 64. 
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- No one factor in the patent law can do more to foster con- 
fidence in the patent system than a logical and effective appli- 
cation of the presumption of validity.’ 

. When Congress codified the presumption of validity and de- 
clared that it was to have the “existing” effect, this must be 
taken to mean “existing” after the other provisions of the 
new Act have been considered.** 

. The judicial recognition and application of the presumption of 
validity outlined in part II of this article should be taken as a 
basic guide in determining what weight should be attributed 
to the codified presumption in infringement cases. 

. The presumption of validity and the presumption of admin- 
istrative correctness are basically the same and should have 
equality in effect, provided the proceedings in the Patent Office 
are similar.”* 

H. F. HAMANN. 


THE FEDERAL LOBBYING ACT: A RECONSIDERATION 
I 
INTRODUCTION 


Prior to the enactment of the Federal Regulation of Lobbying Act 
of 1946+ there was no federal law of general application relating to 


lobbying activities. The Lobbying Act was adopted as Title III of 


72 Such an application of the presumption of validity is the first step which 
can be taken by the courts to carry out the Congressional mandate embodied in 
the new Act. 

It should be remembered that the courts have not considered the presumption 
of validity as conclusive. See notes 11, 15, 46-48 and 51, supra. Therefore it 
would seem that Congress, by codifying the “existing” presumption of validity, 
did not intend to approve the broad language used in Williams Mfg. Co. v. 
United Shoe Mach. Corp., 121 F.2d 273 (6th Cir. 1941), aff'd, 316 U.S. 364 
(1942). This conclusion, i.e., that the presumption of validity is not final, is 
sustained by the fact that Section 282 of the new Act also sets out certain 
defenses to an action for infringement. 35 U.S.C. § 282(1) (2) (3) (4) (1952). 


78 If the term “existing” is taken literally then the court in Myers v. Beall 
Pipe & Tank Corp., 90 F. Supp. 265 (D. Ore. 1948), for example, could con- 
tinue to require that the patentee prove the validity of his patent in spite of the 
provision to the contrary. Section 103 must be considered with Section 282 if 
this result is to be avoided, since Section 103 expressly negatives the very rea- 
son on which the change of attitude is based. 

74The equality in effect, however, should make a distinction in cases in 
which the patent had previously been involved in an interference, between cases 
where the issue of “patentability” was actively contested during these proceed- 
ings, Goodwin v. Borg—Warner Corp., 157 F.2d 267 (6th Cir. 1946), cert. 
denied, 335 U.S. 911 (1949), and where it was not, International Steel Wool 
Corp. v. Williams Co., 137 F.2d 342 (6th Cir. 1943) (holding that Morgan v. 
Daniels, a case under Rev. Stat. § 4915 (1875), 35 U.S.C. § 63 (1946), did not 
apply to an infringement action since the issue was patentability and not pri- 
ority). 


160 Srar. 839, 2 U.S.C. §§ 261-270 (1946). 
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the Legislative Reorganization Act of 1946.2 It was not the result 
of careful study by Congress, but rather was said to have “slipped 
quietly through Congress on the coattails of the more popular Re- 
organization Act.” * Its passage did, however, represent a recognition 
by Congress of the longstanding need for legislation dealing with 
lobbying activities. It was a step in the right direction. 

A series of recent district court decisions has raised serious doubts 
as to the constitutionality of the Act. Its validity was upheld in its 
first constitutional test in United States v. Slaughter.* But later de- 
cisions in National Association of Manufacturers v. McGrath® and 
United States v. Harris ° have adopted a contrary view and declared 
major portions of the Act unconstitutional. Another recent decision 
by the Supreme Court in United States v. Rumely,’ which grew out 
of a congressional investigation into lobbying activities, involved an 
interpretation of the term “lobbying.” 

Aside from its doubtful constitutionality, there are other major 
weaknesses in the Act. During the nearly seven years it has been on 
the statute books, the Act has been the object of critical analysis by 
legal scholars and political scientists.* Its critics have pointed out 
serious faults in drafting and other deficiencies which prevent it from 
carrying out its important purpose. 

Reports filed under the Act show that lobbying has grown into a 


big business. By mid-1950, after the Act had been in operation for 
four years, a total of 533 organizations had filed reports which re- 
vealed expenditures for lobbying purposes in excess of $34,000,000.° 


2 Among the principal features of the Legislative Reorganization Act were 
provisions to reduce the number of standing committees, §§ 102, 121, and to 
appoint experts as professional members of committee staffs, § 202. The Act 
also raised the salaries of members of Congress, § 201, which undoubtedly 
accounts for some of its popularity with that group. 

3 Statement by Dr. Edgar Lane, instructor in politics, Princeton University. 
Hearings before House Select Committee on Lobbying Activities, 81st Cong., 
2d Sess. 1, 54 (1950). 

489 F. Supp. 205 (D.D.C. 1950). Defendant acquitted at 89 F. Supp. 876 
(D.D.C. 1950). 

5103 F. Supp. 510 (D.D.C.), vacated as moot, 344 U.S. 804, rehearing denied, 
344 U.S. 887 (1952). 

6109 F. Supp. 641 (D.D.C. 1953). 

7 345 U.S. 41 (1953). 

®See Futor, An Analysis of the Federal Lobbying Act, 10 Fev. B.J. 366 
(1949); Zeller, The Federal Regulation of Lobbying Act, 42 Am. Pow. Sct. 
Rev. 239 (1948) ; Comment, Improving the Legislative Process: Federal Regu- 
lation of Lobbying, 56 Yate L.J. 304 (1947); Comment, The Lobbying Act: 
An Effective Guardian of the Representative System?, 28 Inv. L.J. 78 (1952) ; 
Comment, The Federal Lobbying Act of 1946, 47 Cov. L. Rev. 98 (1947). See 
also Hearings, supra note 3. 


9 H.R. Rep. No. 3239, 81st Cong., 2d Sess. 45 (1951). 
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During the year 1951 alone 295 lobbyists filed reports, and registered 
lobbying groups spent nearly $9,500,000.*° 

In view of the growth of the lobbying problem and the defects in 
the law, brought into focus by critical studies of its operation and 
recent court decisions, a re-examination of the Act is in order. 


II 
THEORY OF LoBBYING LEGISLATION 


The difficulty of drafting an effective law for the regulation of 
lobbying activities is foretold by the impossibility of attaching a pre- 
cise definition to the word “lobbying.” It is interesting to note that 
except for the title, the Act avoids the use of the term. Although 
many definitions of “lobbying” have been suggested," for purposes 
of this analysis it can be defined as “any attempt by individuals or 
groups to influence governmental decisions.” ** 

Lobbying is a natural outgrowth of our system of government. 
Provision is made in the Constitution for our citizens to be repre- 
sented in government on the basis of geographical areas and political 
boundaries. But we often identify ourselves more closely with the 
particular business, social, economic, professional or religious groups 
to which we belong. And no provision is made for these groups to 
be represented as such in our government. This representation is 
achieved through lobbying. 

Lobbying not only represents the guaranteed constitutional right of 
every citizen to attempt to influence government decisions,’* but, 


1097 Conc. Rec. 9575-9667 (1951), 97 Conc. Rec. 11288-11342 (1951), 97 
Conc. Rec. 13789-13842 (1951), 98 Conc. Rec. 1474-1519 (1952). Referring 
to the above reports by lobbyists, Senator Carl Hayden observed that “the 
figures clearly indicate that so far as private industry is concerned, it is will- 
ing, in more than 100 instances to pay more for its legislative representatives 
in Washington than are the people of the United States.” He pointed out that 
the reports revealed that 138 registered lobbyists were being paid at the rate 
of $15,000 per year, or more. 98 Cong. Rec. 1565 (Feb. 27, 1952). 

11 The court in Burke v. Wood, 162 Fed. 533, 537 (C.C.S.D. Ala. 1908), 
stated, “A lobbyist is . . . one who frequents the lobby . . . of a Legislature .. . 
with the view of influencing the views of its members.” In Trist v. Child, 21 
Wall. 441, 446 (U.S. 1875), the Supreme Court said “lobby service” could be 
described as “personal solicitation.” The dictionary defines lobbying, “To ad- 
dress or solicit members of a legislative body in the lobby or elsewhere, as be- 
fore a committee, with intent to influence legislation. WessTer’s, NEw INTER- 
NATIONAL Dicrionary 1448 (1939). 

12 Comment, 56 YALE L.J., supra note 8, at 306. This definition of “lobbying” 
was also approved by the Chairman of the House Select Committee on Lobby- 
ing Activities, Hearings, supra note 3, at 7, as the proper one to be followed in 
that Committee’s investigation. 

13“This [right to petition] would seem unnecessary to be expressly provided 
for in a republican government, since it results from the very nature of its struc- 
ture and institutions.” 2 Story on THE Constitution § 1894 (3d ed. 1858) ; 
Comment, Lobbying—A Definition and Recapitulation of Its Practice, 11 Onto 
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properly conducted, it can be an important part of the decision mak- 
ing process. By analyzing bills before committees and providing 
technical information and expert opinion on legislative matters, lobby- 
ists can perform valuable services for Congress. They constitute an 
important link between the public and Congress.'* 

Because many abuses have been associated with lobbying activities, 
the term connotes evil and corrupt practices to many people.** Lobby- 
ing in and of itself is not evil. It is detrimental only to the extent 
that those subjected to lobbying pressures are unable to determine 
to what extent lobbyists and pressure groups represent the public 
interest. “The danger to rational legislative decision lies not from 
hearing the claims of organized groups, but from inability to deter- 
mine when those claims legitimately represent the welfare of the 
general public.” *® 

Legislation dealing with lobbying activities should be framed so as 
to discourage certain abuses, and still stimulate an active interest and 
participation in government by all citizens. Drafting legislation to 
accomplish that purpose, however, is a difficult task. Norman J. 
Futor points out that in writing a law to regulate lobbying 


it is not possible to distinguish between “good” organizations and 
“bad” organizations, or “good” legislation and “bad” legislation, 
or “good” lobbyists and “bad” lobbyists. Such distinctions can 
be made only on a subjective basis... . And for a statute, ob- 
jective criteria are required.’ 


The Act represents an attempt by Congress to adapt “present im- 
perfect mechanisms for expressing group opinion into a political 
pattern which will utilize this opinion to improve the decision making 
process.” *® The aim is not suppression, but rather to turn the spot- 
light of publicity on lobbying activities..° The effectiveness of lobby- 


St. L.J. 557, 560 (1950). “I think it is perfectly proper that we have lobbying 
and that it is one of the constitutional guaranties under the first amendment of 
the Constitution. .. .” Statement by Congressman O’Hara. Hearings, supra 
note 3, at 12. 

14“Under our democratic form of government, lobbies have a legitimate and 
indispensable role to play.” Zeller, State Regulation of Lobbying in THe Boox 
OF THE STATES 124 (1948-49). “A lobbyist can be of great help to the busy 
Congressman because he has the facts at his fingertips and can really be of 
great help to a Congressman as he tries to find out what the facts are on the 
many problems that face him. . . .” Congressman Lanham, Hearings, supra 
note 3, at 11. 

15 “Tt was in an atmosphere of opprobrium that State regulatory measures of 
the lobby were conceived and made law.” Statement by Belle Zeller, professor 
at Brooklyn College, Hearings, supra note 3, at 58. In the State of Georgia, 
“lobbying is declared to be a crime. .. .” Ga. Const. Art. I, § 2-205 (1877). 

16 See Comment, supra note 12, at 309. 

17 See Futor, supra note 8, at 369. 

18 See Comment, supra note 12, at 332. 

19 Extension of remarks of Congressman Buchanan, Chairman of the House 
Select Committee. 96 Conc. Rec. A841 (1950). 
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ing legislation is largely dependent on the important sanction of 
publicity. The effect of publicity was clearly demonstrated with the 
passage by Congress of the Public Utilities Holding Company Act ?° 
in 1935 after an investigation revealed that practically all the opposi- 
tion was coming from a propaganda campaign sponsored by the public 
utilities.** 


III 
HistoricAL BACKGROUND 


The first attempt to regulate lobbying by federal law came in 1907 
when three bills to provide such regulation were introduced in the 
House of Representatives.** None of these was approved. Since that 
year on three occasions Congress has launched extensive investiga- 
tions into lobbying activities.2* Each investigation uncovered ample 
evidence of abuse, but none resulted in the enactment of legislation 
aimed at curbing the abuse.** In 1928 the Senate passed a bill to 
require registration and reporting by lobbyists, but the House did 
not act upon it.** During the 74th Congress, two bills, one each by 
the House ** and the Senate,?* were passed, but the two houses were 
unable to reconcile their differences so neither won final approval of 
Congress. 

The Act of 1946 did not grow out of a lengthy congressional in- 


vestigation into lobbying activities, but came as the result of a recom- 
mendation in the final report of the Joint Committee on the Organi- 
zation of Congress (the LaFollette-Monroney Committee).?* It was 
only briefly debated and not amended at all before being approved.*® 

The language of the Act was drawn largely from two earlier bills *° 
on the subject and the Federal Corrupt Practices Act.** Sections 303, 
304, and 305 of the Act, which cover the financing of lobbying 


2049 Star. 838 (1935), 15 U.S.C. §§ 79a et seq. (1946). 

21 Hearings before House Rules Committee in the Investigation of Lobbying 
on Utility Holding Company Bills, 74th Cong., 1st Sess. 1 (1935). 

22H.R. 25369, H.R. 25617, and H.R. 25767, 59th Cong., 2d Sess. (1907). 

23 By the Senate Judiciary Committee in 1913 (Sen. Res. No. 92, 63d Cong., 
Ist Sess.); by a House Select Committee in 1913 (H.R. Res. No. 198, 63d 
Cong., Ist Sess.) ; by the Senate Judiciary Committee in 1929-31 (SEN. Res. 
No. 20, 71st Cong., Ist Sess.; Sen. Res. No. 475, 71st Cong., 3d Sess.) ; by the 
Senate Special Committee to Investigate Lobbying Activities in 1935 and 1938 
(Sen. Res. No. 165 and Sen. Res. No. 184, 74th Cong., Ist Sess.) ; by the 
House Committee on Rules in 1935 (H.R. Res. No. 288, 74th Cong., 1st Sess.). 

24 See statement by Lane, Hearings, supra note 3, at 53-58. 

25S. 1095, 70th Cong., Ist Sess. (1928). 

26 H.R. 11663, 74th Cong., 2d Sess. (1936). 

27S. 2512, 74th Cong., Ist Sess. (1935). 

28 Sen. Rep. No. 1011, 79th Cong., 2d Sess. 26-27 (1946). 

29 See statement by a Hearings, supra note 3. 

30 See notes 26, 27 su 

31 43 Stat. 1070 (1998).2 U.S.C. §§ 241-256 (1946). 
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through the solicitation of contributions or the expenditure of funds 
to influence legislation, and Section 307, defining the persons to whom 
the Act applies, are modeled after S. 2512.5? Section 308, relating to 
persons engaged in lobbying for pay, and which requires registration, 
bears a close resemblance to H. R. 11663.** 


IV 
PROVISIONS OF THE Act 


In general, the Act requires the registration of lobbyists, the filing 
of reports by lobbyists, the filing of reports by organizations which 
collect or spend money to influence legislation, and the keeping of 
accounts of money received or spent for lobbying. 

Section 308, the registration section, requires that “Any person 
who shall engage himself for pay . . . for the purpose of attempting 
to influence the passage or defeat of any legislation . . .” must register 
with the Clerk of the House of Representatives and the Secretary 
of the Senate.** He must file a quarterly report showing the amounts 
received and spent for lobbying, to whom paid, for what purposes, 
the names of publications in which he has caused to be published an 
article or editorial, and the proposed legislation he is employed to sup- 
port or oppose. The information revealed in the registration state- 
ments and the quarterly reports are to be compiled and published in 
the Congressional Record. Three classes of persons are expressly 
exempt from the registration requirement. They are (1) a person 
who merely appears before a Committee of Congress, (2) a public 
official acting in an official capacity, and (3) a newspaper or peri- 
odical or an owner, publisher, or employee thereof, who does nothing 
outside of the ordinary course of business to influence legislation. 

Under Section 305, every person and organization receiving or 
spending money for lobbying is required to file a quarterly report. 
This report must show the total contributions and expenditures for 
this purpose along with the name and address of every person who 
has contributed $500 or more or to whom annual expenditures of 
$10 or more have been made. 

Section 303 requires those who receive money for lobbying to keep 
a detailed account of expenses and receipts. 

Section 304 provides that everyone who receives $500 or more must 


32 See note 27 supra. 
33 See note 26 supra. 
34 He must identify himself, his employer and disclose the amount and source 


of his compensation, the amount he is to receive for expenses and the nature of 
such expenses. See note 1 supra, § 
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give an accounting to the person or organization for whom it was 
made. 

Section 306 provides that information reported by lobbyists shall 
become a matter of public record and shall be open to public inspec- 
tion. 

Section 307 describes the persons to whom the Act is applicable. 
Those subject to the Act are any person who “directly or indirectly, 
solicits, collects, or receives money . . . to be used principally to aid, 
or the principal purpose of which person is to” accomplish the pas- 
sage or defeat of legislation, or to influence, directly or indirectly, the 
passage or defeat of legislation by Congress.** 

Section 310 prescribes penalties for violation of the Act. Subsec- 
tion (a) provides that violations of the Act are punishable by a fine 
of not more than $5,000 or imprisonment for not more than one year, 
or both. Subsection (b) provides that in addition to the above pen- 
alties, one convicted of violating the Act shall be prohibited from 
“attempting to influence, directly or indirectly, the passage or defeat 
of any proposed legislation” for a period of three years from date 
of conviction.** 

Section 311 declares that the Act shall not apply to practices or 
activities regulated by the Federal Corrupt Practices Act.* 

The Act embodies most of the major provisions of the various state 
laws regulating lobbying activities. By 1950 a total of 38 states and 
Alaska had enacted some type of lobbying law. Nearly all of these 
require lobbyists to register, and make some provision for publicity. 
Persons who merely appear before legislative committees are exempt 
from the registration requirement in most cases. The majority of the 
state laws require lobbyists to file financial statements. Eight states 
and Alaska bar violators for a period of three years.** 


V 
RECENT DECISIONS 


That the Act would be tested in the courts was inevitable in view 
of the ambiguity of its language and the resulting doubt as to who is 
subject to its provisions. 


35 This section declares that the Act does not apply to political committees, 
as defined in the Federal Corrupt Practices Act, or to duly organized state or 
local committees of a political party. See note 1 supra, § 307. 

36 Violations of subsection (b) are punishable by a fine of not more than 
$10,000 or imprisonment for not more than five years, or both. See note 1 
supra, § 310. 

87 See note 31 supra, § 311. 

38 Statement by Zeller summarizing state lobby laws, Hearings, supra notes 
3, 15, at 58-79. 
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In the first case that arose under the Act, United States v. 
Slaughter,** the defendant was indicted for having failed to register 
in accordance with Section 308. Defendant contended that this sec- 
tion was unconstitutional because it did not define the crime with 
sufficient particularity, and was an abridgement of the freedom of 
speech and petition. The court held that Section 308 was severable 
from the rest of the Act, that standing alone it defined the crime with 
sufficient particularity, and that it did not violate the First Amend- 
ment. The words “engage himself for pay or for any consideration” 
were said to be understandable, and the phrase “for the purpose of 
attempting to influence” was deemed to be understandable and sus- 
ceptible of proof in a given case. Section 308 did not abridge the 
right of free speech and petition, but only required that persons sub- 
ject to this provision disclose for whom they are speaking, who pays 
them, and so forth. The court said Congress had a right to demand 
this information. 

The next case arising under the Act did not involve Section 308, 
as did the Slaughter case, but declared most of the rest of the Act 
unconstitutional. National Association of Manufacturers v. Mc- 
Grath *° was a suit by the NAM and one of its officers to enjoin the 
Attorney General from instituting proceedings against them for viola- 
tion of the Act. Plaintiffs argued that the Act was unconstitutional 
and, alternatively, that it did not apply to them. The NAM had 
registered under Section 308, but had failed to file the financial state- 
ments required by Section 305. Sections 303-307 were held to be in 
violation of the due process clause of the Fifth Amendment. These 
provisions were not explicit enough to notify persons subject to 
them as to what conduct on their part would make them liable to the 
penalties. The court declared that a criminal statute is repugnant to 
the due process clause if it fails to define the crime clearly enough 
so that any person can tell whether an action or failure to act is pro- 
hibited. Without this requirement, a person could be punished for 
some act which he had no way of knowing was forbidden. The court 
tested the language of the Act in the light of this principle: 


The clause “to influence, directly or indirectly, the passage or 
defeat of any legislation by the Congress” is manifestly too in- 
definite and vague to constitute an ascertainable standard of guilt. 
What is meant by influencing the passage or defeat of legislation 
indirectly? It may be communication with Committees or Mem- 


3989 F. Supp. 205 (D.D.C. 1950). Defendant was subsequently acquitted. 
He was held to come within the exception in § 308 which excluded persons who 
merely appear before committees of Congress. The court said this did not 
require actual physical presence, but included one who helps another to prepare 
for appearance before a committee. 89 F. Supp. 876 (D.D.C. 1950). 

40103 F. Supp. 510 (D.D.C.), vacated as moot, 344 U.S. 804, rehearing de- 
nied, 344 U.S. 887 (1952). 
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bers of the Congress; it may be to cause other persons to com- 
municate with Committees or Members of the Congress; it may 
be to influence public opinion by literature, speeches, advertise- 
ments, or other means in respect to matters that might eventually 
be affected by legislation; it may be to influence others to help 
formulate public opinion. It may cover any one of a multitude of 
undefined activities. No one can foretell how far the meaning of 
this phrase may be carried. No one can determine in advance 
what activities are comprehended within its scope. 

What is meant by “principal purpose”? Is the term “principal” 
used as distinguished from “incidental”? May a person have a 
number of principal purposes? Or is the term used as meaning 
the “chief” purpose of a person’s activities? When does a pur- 
pose become principal and when does it cease to be such? The 
Act contains no definition of that term.* 


The court also held that Section 310, the penalty section, was in viola- 
tion of the First Amendment in that it was a deprivation of the 
rights of free speech and petition. This was said to be no different 
from depriving one of a right of trial by jury for three years after 
conviction. Because the penalty attached to the violation of Sections 
303-307 contravened the First Amendment, those sections were held 
unconstitutional. A permanent injunction was issued against the 
prosecution of the NAM for violation of Sections 303-307. Section 
308, which requires registration and the filing of financial statements, 
was said to be severable. That section was not involved in this action, 
however, and the court declined to express an opinion as to its validity. 
The Supreme Court set aside the judgment of the lower court on a 
technical ground. The case had become moot since McGrath, having 
resigned as Attorney General, was an improper defendant. The 
Court did not pass on the constitutional issues, but merely directed 
the district court to dismiss the complaint. 

In United States v. Harris * defendants used the same arguments 
that were urged in the NAM case—that the Act violated due process 
because of its vague and indefinite language. The court followed 
the NAM decision and declared Section 308 invalid. The penalty 
provisions that attach to the violation of that section were a depriva- 
tion of the rights of free speech and petition because of the three year 
disbarment of violators. Noting that one of the grounds for holding 
Section 305 unconstitutional in the NAM case was because the invalid 
penalty provision had been attached to it, the court said: 


The penalty provision of the Act is applicable not only to viola- 
tions of section 305, but also to violations of section 308... . 
the penalty . . . applies to both aspects of the statute.** 

41103 F. Supp. 510, 514 (D.D.C. 1952). 


42109 F. Supp. 641 (D.D.C. 1953). 
43 Id. at 642. 





594 THE GEORGE WASHINGTON LAW REVIEW 


In an attempt to save the remaining portions of the Act, the Govern- 
ment argued that Section 310 was severable and could be separated 
under the severability provision of the Act. It was contended that 
Subsection 310(b), which carries the invalid three year disbarment 
provision, was severable. This argument was rejected: 


. the two penalty clauses of the Act cannot be severed, but 
constitute a single penalty; ... and... since it applies to 
section 308, as well as to section 305, and since the penalty 
clause is unconstitutional, section 308 must be deemed unconsti- 
tutional as well as section 305.* 


The Harris decision, therefore, was in direct contrast to the Slaughter 
decision as to the constitutionality of Section 308. 

The lack of precision in the language of the Act was at least in- 
directly responsible for part of the difficulty in United States v. 
Rumely.* Rumely was executive secretary of the Committee for 
Constitutional Government. He had registered as a lobbyist but pro- 
tested that the Act did not apply to him. He refused to disclose to 
the House Select Committee on Lobbying Activities the names of per- 
sons who had made bulk purchases of books published by that organi- 
zation for further distribution. He was convicted under Rev. Stat. 
§ 102 (1857),** which provides penalties for refusal to give testi- 
mony or to produce relevant papers “upon any matter” under con- 
gressional inquiry. Reversal *’ of the conviction was affirmed by the 
Supreme Court on the ground that the House resolution authorizing 
the inquiry did not grant authority to compel the production of the 
information demanded by the Committee.** The term “lobbying 
activities” as used in the resolution was said to mean representations 
made directly to Congress and did not include attempts to influence 
public opinion. The public sale of books and pamphlets was not 
deemed to be “lobbying.” 

The effect of the NAM and Harris decisions is that Sections 303- 
308 and 310 of the Act have been held unconstitutional by the district 
courts. The Supreme Court declined to pass on the constitutionality 
when those questions were before it. It is entirely possible, therefore, 
that all or part of the sections involved in the above litigation could 
be held valid. Until the Supreme Court makes a final determination, 


44 Ibid. 
45 345 U.S. 41 (1953). 
46 As amended, 52 Stat. 942 (1938), 2 U.S.C. § 192 (1946). 
47197 F.2d 166 (D.C. Cir. 1952). 
48 The pertinent part of the resolution reads: “The committee is authorized 
and directed to conduct a study and investigation of (1) all lobbying = 
s. 


intended to influence, encourage, promote, or retard legislation . . 
No. 298, 81st Cong., Ist Sess. (1950). 
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the validity of the Act will be in doubt and persons subject to it who 
fail to comply with its provisions will do so at their peril. 

The validity of Section 308 was upheld in the Slaughter case. 
There is serious question as to the correctness of this decision in 
view of the later holdings in the NAM and Harris cases which in- 
validated virtually the entire Act. The latter decisions represent a 
preferable application of the law. The Act is a criminal statute and 
lays down penalties for violation. To stand under the due process 
clause of the Fifth Amendment it must describe the crime with a high 
degree of precision. 


It is axiomatic . . . that a criminal statute must give a clear and 
unmistakable warning as to the acts which will subject one to 
criminal punishment. And courts are without power to supply 
that which Congress has left vague.*® 


Section 310, which prohibits violators from attempting to influence 
legislation for three years after conviction, is so obviously unconstitu- 
tional as to leave little room for debate. To strip one of his consti- 
tutional rights following conviction of a crime is a clear violation of 
the First Amendment. 


VI 
ANALYSIS OF DEFECTS 


The foregoing court decisions have underscored the basic weak- 
nesses of the Act. Its vague and ambiguous language is particularly 
evident in Section 307, which describes the persons to whom the Act 
applies. The most objectionable terms are “principal purpose” and 
“influence, directly or indirectly.” This language would seem to ex- 
empt large organizations such as the chamber of commerce and labor 
unions because even though they spend huge sums of money for lobby- 
ing, it is not their “principal purpose.” 

The ambiguity in Section 307 is also inherent in Section 305, 
which requires that all persons who receive or spend money for pur- 
poses outlined in Section 307 must file quarterly financial statements. 
Section 307, therefore, appears to limit Section 305. The relationship 
between the two sections is not clear. 

The relationship between Sections 307 and 308 is likewise con- 
fusing. To be required to register under Section 308, one (a) must 


#9 Screws v. United States, 325 U.S. 91 (1945); The Wisconsin Supreme 
Court held a similar use of the word “principally” to be invalid for indefinite- 
ness. The term was used to describe a produce dealer as one who sold “prin- 
cipally” to others than consumers. The court noted that no provision was made 
for an average period of activity against which a test could be applied. Hickey 
v. Levitan, 190 Wis. 646, 210 N.W. 111, 118 (1926). 
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be employed by another for a valuable consideration, and (b) the 
purpose of his employment must be to influence legislation. This 
raises the question of whether this section can stand alone, or must 
be read together with Section 307, which makes the Act applicable 


. . . to any person who... receives money . . . to be used prin- 
cipally to aid, or the principal purpose of which is to aid in the 
. . . passage or defeat of any legislation ... [or] . . . to influence, 
directly or indirectly, the passage or defeat of any legislation. . . . 


If the two sections must be construed together, then to be subject 
to the registration requirement, in addition to receiving pay to in- 
fluence legislation, one must have as his principal purpose the in- 
fluencing of legislation. This construction would appear to exempt a 
Washington attorney who engages in lobbying activities in behalf 
of his clients, but whose “principal purpose” is not the influencing 
of legislation. It would likewise seem to exclude officers of corpora- 
tions or associations who come to Washington only occasionally to 
support or oppose legislation that may affect their particular firm or 
group.*° 

Again, public officials are excluded under Section 308, but not un- 
der Section 307. If the latter section clearly defined the persons 
subject to the Act, as it purports to do, the exemption in Section 307 
would be unnecessary. To give full effect to the language of Section 
307, therefore, makes it impossible to give full effect to the language of 
Sections 305 and 308." 

There is also a lack of clear relationship between the description 
of those who must register under Section 308 and those who must 
file financial statements under Section 305. Section 305, for ex- 
ample, does not exclude newspapers. Newspapers are, however, 
excluded under Section 308, but the language is so ambiguous that it 
is doubtful whether a newspaper must register if its publisher, or an 
employee, is engaged in independent lobbying activity.*? 

The language of Section 305 is further defective in that it requires 
that all expenditures and receipts be accounted for. It does not limit 
these to the expenditures and receipts that bring one within the sec- 


50 Statement by W. Brooks Graves, Legislative Reference Service, Library 
of Congress, Hearings, supra note 3, at 107. The Slaughter decision was inter- 
preted by Congressman Brown as taking attorneys “out from under the purview 
and control of the Lobbying Act” except where they do not actually act as 
attorneys. Hearings, supra note 3, at 5 (pt. 2). See also 56 Yate L. J., supra 
note 8, at 319. 

51 See 47 Con. L. REv., supra note 8, at 107. 


52 Statement by Graves. Hearings, supra notes 3, 50, at 107. See also note 
51 supra. 
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tion. This, it has been pointed out, opens the door to “concealment 
by over-disclosure.” ** 

This points up another fundamental fault in the Act—its failure 
to provide for the most effective use of the publicity element. The 
effectiveness of the Act depends upon the disclosure of financial data 
and the interests and purposes of the lobbyist. The only publicity 
now provided for this information is its publication in the Congres- 
sional Record.** The volume of statistical material and other data 
contained in these reports is staggering.*> To attempt to wade 
through this mass of material and draw any meangingful conclusions 
as to the nature of the pressures being exerted by various individuals 
and organizations is virtually a hopeless task. There is no provision 
for reducing this information into a concise digest. The Act does 
not provide for the analysis and evaluation of this information in the 
light of the objectives of the Act so that Congress and the public may 
identify lobbying pressures. Without these important provisions the 
Act fails to accomplish its intended purpose. 

A further omission in the Act is its failure to provide for the giving 
of advice to persons who inquire as to their status under the Act. 
At present, one in doubt has no place to obtain that information. 
The result is that scores of persons obviously not intended to be 
covered have registered and filed reports.** In many cases these people 
have elected to register rather than run the risk of being found in vio- 
lation. In many other cases, persons who know they are not obligated 
to register have registered and filed reports to take advantage of the 
publicity flowing from the publication of their reports in the Con- 
gressional Record. Since the Act has the effect of placing on the 
individual full responsibility for determining whether it applies to 
him, there is no way these registration statements and financial re- 
ports can be rejected. All this adds to the bulk of the reported ma- 
terial and tends to bury the information submitted by those at whom 
the Act is aimed. 

5847 Cor. L. REv., supra note 8, at 106. The American Farm Bureau re- 
ported spending $1,595,815.74 for the year 1951, but indicated that little of this 
was spent for legislative purposes. The Christian Science Monitor, June 2, 
1952, p. 15, col. 4. 

54'See note 1 supra, § 308(b). 

55 To report the information filed for the year 1951 required 242 pages. The 
reports covering the second quarter of 1950 alone required 106 pages, and cost 
an estimated $9,348 to publish in the Congressional Record. More recently, 
however, the volume of information printed in the Record has been limited to 
a. as for each lobbyist; hence, fewer pages are now required to publish 
38 “{Some persons] . . . acting as individuals or as representatives of citi- 
zens groups which lack any substantial support, are perfectly willing to regis- 
ter and commonly do so. This type of lobbyist, however, was certainly not a 


major concern in the minds of those who framed the provisions of the law.” 
Statement by Graves, supra notes 3, 50, at 107. 
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VII 
PROPOSED CHANGES 


Perhaps the most obvious defect in the Act, and the easiest to 
remedy, is in Subsection (b) of Section 310, which bars violators 
from attempting to influence legislation for three years. Aside from 
the obvious unconstitutionality of this provision, penalties for viola- 
tions in the form of fines and imprisonment should be adequate. This 
subsection should be eliminated and can be without affecting the rest 
of the Act.*’ 

Removing the doubt as to the persons, organizations and activities 
covered by the Act is not so easily achieved. To make that determina- 
tion on the basis of those whose “principal purpose” is to “influence 
legislation” is unsatisfactory. It would be preferable to make the 
Act applicable to those who spend or receive more than a stated sum 
each year, e.g., $500 or $1,000, while engaged in certain activities 
which could be described as lobbying.** These activities could be 
spelled out with a fair degree of precision. They should include the 
more obvious and direct lobbying techniques, such as personal con- 
tacts with members of Congress, members of their staffs, or the com- 
mittees of Congress to urge the passage or defeat of legislation, and 
the publication and distribution of printed matter aimed at bringing 
pressure on Congress. The more subtle forms of lobbying should 
also be described, such as the organized campaigns to bring the pres- 
sure of public opinion to bear on Congress in order to influence the 
passage or defeat of legislation. All activities that are in their nature 
deemed to be lobbying should be spelled out in the Act in some detail. 

The sections in the Act which require the keeping of records and 
the filing of financial statements should relate directly to, and be 
consistent with, the section which describes the persons and activities 
covered by the Act. This would eliminate the present confusion that 
flows from the lack of interrelationship among the various sections. 

Other fundamental changes should be made in the Act. As has 
been pointed out, there is need for some authority, short of a court 
decision, to determine which persons and activities are subject to its 
provisions. And there is need for an analysis and evaluation of data 
submitted by lobbyists so that it may be effectively utilized in the 


57 This recommendation was made by the House Select Committee on Lobby- 
ing Activities in their final report. “We feel that the advantages of this provi- 
sion are outweighed by its disadvantages, and recommend that it be eliminated.” 
H.R. Rep. No. 3239, 81st Cong., 2d Sess. 30 (1951). 

58 In its report, supra note 57, at 30, 31, the Committee also recommended 
that those who receive or spend less than $1000 a year for legislative purposes 
should be exempt from the Act. 
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legislative process, and so that abuses can be exposed to public view 
and thereby discouraged. 

One possible answer to these needs is seen in the creation by 
Congress of a joint standing committee to perform these functions.*® 
While this plan would represent a marked improvement over the 
present system, it nevertheless has serious drawbacks. If Congress 
charges one of its own committees with the responsibility of analyzing 
and evaluating information gathered from lobbyists’ reports, the pos- 
sibility is too great that the results would be colored to reflect the 
political temper of those temporarily in control of Congress, or the 
committee. Activities of the CIO, for example, might be labelled 
propaganda while pressures exerted by the NAM are deemed educa- 
tional and informative, or vice versa. 

The political independence and objectivity which should attend the 
study of lobbying activities could best be achieved through the creation 
of an independent agency as part of the legislative branch of the 
Government. This agency should be headed by one appointed for a 
long term of office. This would tend to minimize his susceptibility 
to political pressures. It would be the function of such an agency to 
determine which institutions and persons must register. It should 
receive all reports and financial statements by persons and organiza- 
tions covered by the Act, conduct investigations in the field to gather 
additional data, and check the accuracy of statements filed by lobby- 
ists. The information thus gathered should be compiled, analyzed and 
evaluated by specialists. The results should be made available to 
Congress, and released to the public through the press and radio in a 
form that would achieve effective publication. The spotlight of 
publicity would thus be focused on lobbyists in a manner that would 
tend to eliminate abuses. Evidence of violations uncovered by the 
agency could be forwarded to the Department of Justice for possible 
action. 

A model for an agency which would most effectively perform the 
functions outlined above can possibly be found in the General Ac- 
counting Office (GAO), headed by the Comptroller General. The 
organization, authority, and duties of the GAO parallel in many 
respects those which must exist in any agency charged with the duty 
of effectuating the lobbying law. The GAO was created by the Bud- 

59In its final report, supra note 57, at 35, the Committee said “Congress 
should give serious consideration to the desirability of the establishment of a 
permanent Joint Committee on the Legislative Process, combining the activi- 
ties of select committees like our own and the special Committees on Elections 
which investigate Corrupt Practices Act activities, . . . we believe that the 
business of influencing elections often bears a close relation to the business of 


influencing legislation. The two activities should be kept under more effective 
scrutiny by such a joint committee, adequately staffed.” 


6 
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get and Accounting Act of 1921°° and has always been an agency of 
the Congress and a part of the legislative branch.** Its general pur- 
pose is to audit and settle public accounts and to advise and assist 
Congress in fiscal matters. The Comptroller General, who serves for 
a term of 15 years, is required to investigate all matters relating to 
the use of public funds. Investigations are carried on in the field 
to uncover fraud or irregularity which would not otherwise be dis- 
closed in a regular audit, and to determine the propriety and effective- 
ness of the use of public funds and property. Reports and recom- 
mendations are made to Congress with a view toward increasing 
efficiency and economy in public expenditures.** An agency to carry 
out the purposes of a lobbying law should follow the same basic 
structure and perform the same general functions as the GAO. 

In the executive departments, there is considerable precedent for 
a statute authorizing informational activities by government agencies.** 

The establishment of an independent legislative agency would make 
it easier to expand the coverage of a lobbying law to include other 
branches of the Government which perform legislative functions. It 
has been proposed that the law be extended to cover attempts to 
influence the decisions of administrative agencies.** This proposal 
has considerable merit since these bodies, like Congress, are the tar- 
gets of tremendous pressures by persons seeking to influence their 
decisions. The identification and analysis of these pressures would 
benefit the Congress as well as the agencies themselves. 


60 42 Stat. 23 (1921), 31 U.S.C. §§ 41 et seg. (1946), as amended, 31 U.S.C. 
§§ 42 et seg. (Supp. 1952). 

61 This status was recognized by the Reorganization Act of 1945, 59 Srart. 
616, 5 U.S.C. §§ 1334-5 (1946), which provided that the term “agency” as used 
in that Act “does not include the Comptroller General of the United States or 
the General Accounting Office, which are a part of the legislative branch of 
the Government.” 

62 An outline of the organization and functions of the General Accounting 
Office is contained in the UNirep States GOVERNMENT ORGANIZATION MAN- 
UAL 34-37, 586 (1953). 

63“The Authority may publish and disseminate information pertinent to the 

various aspects of housing.” 50 Strat. 891 (1937), 42 U.S.C. § 1407 (1946). 
“There shall be at the seat of the Government a Department of Agriculture, 
the general design and duties of which shall be to acquire and to diffuse among 
the people of the United States useful information on subjects connected with 
agriculture, in the most general and comprehensive sense of that word, 
Rev. Stat. § 520 (1862), 5 U.S.C. § 511 (1946). The Surgeon General is 
authorized to “(a) Collect and make available through publication and other 
appropriate means, information as to, and the practical application of, such re- 
search and other activities.” Public Health Service Act of 1944, 58 Star. 691, 
42 U.S.C. § 241 (1946). “The Administrator of Civil Aeronautics is em- 
powered and directed to collect and disseminate information relative to civil 
— ..-” Civil Aeronautics Act of 1938, 52 Stat. 986, 49 U.S.C. § 456 
(1946). 

64 “The application of the law should be extended to include . . . the executive 
departments and agencies.” Graves, supra notes 3, 50, at 108. This was the 
intended effect of S. 2512, supra note 27. 
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A possible alternative to the creation of a new agency to effectuate 
the Act would be to assign this function to the GAO. This approach 
has distinct advantages, in view of that agency’s vast experience in 
dealing with corporations and business operations. The work of 
the GAO is closely related in many respects to that necessary to 
carry out the purposes of a general lobbying law. Its great prestige 
and excellent reputation for integrity and political independence 
would greatly enhance the effectiveness of a lobbying law, especially 
at the beginning. If this alternative were adopted the way could 
be left open for eventual separation of the lobbying function when 
it appeared feasible. In any event provision should be made for a 
periodic review of the entire program, perhaps every five years, with 
a view to making changes necessary to strengthen it. 

It is encouraging to note that Congress has recognized many of 
the shortcomings in the Act and is taking steps toward making needed 
improvements. This activity in Congress was stimulated by the 
NAM and Harris decisions. A memorandum issued by the Senate 
Committee on Government Operations declares that as a result of 
these decisions 


. . the Senate and House personnel charged with maintaining 
the data and records required by the statute, as well as persons 
who are required to register and file statements, are left in 
doubt as to the status of the law and their obligations and lia- 
bilities. . . . therefore, . . . a complete redraft and revision of 
the statute might be found to be more desirable than any attempt 
to amend, so as to overcome the defects set forth in the Courts’ 
opinions. Failing that, complete repeal of the Act may be con- 
sidered by the committee. 


In view of the necessity for developing a permanent and effective lob- 
bying law, it is highly desirable that before resort is made to the sug- 
gested alternative of repeal, all possibilities for amending or replacing 
the Act are exhausted. A repeal of the Act with nothing to replace 
it would be a patent admission by Congress of its inability or unwill- 
ingness to cope with a serious situation which threatens the effective 
operation of the legislative process if its abuses are not checked. 


Vill 


CONCI,USIONS 


The conditions which prompted the initial passage of the Act in 
1946 are still present today. The record shows that, if anything, the 


65 Staff Memorandum No. 83-1-3 (Feb. 10, 1953) prepared by Staff Director 
Walter Reynolds. See also Staff Memorandum No. 83-1-4 (Feb. 13, 1953) 
prepared by Eli E. Nobleman, Professional Staff Member. 
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magnitude of the lobbying problem has increased. The present Act 
has proved manifestly inadequate to cope with the problem. Its lan- 
guage is too vague and ambiguous to meet the standards for a crim- 
inal statute. The purpose of the Act is to provide publicity for lob- 
bying activities and thereby enable Congress to identify these pres- 
sures and be guided by that information in the decision making proc- 
ess. The Act falls far short of effecting this important purpose. It 
makes provision for reporting of certain information by lobbyists, but 
not for arranging this information into a meaningful pattern so that 
it can be effectively utilized. This purpose can best be achieved 
through the use of an independent legislative agency to administer the 
Act. The proposed extension of the Act to cover administrative 
agencies should be seriously explored. 

Many of the infirmities in the Act could and should have been dis- 
covered when it was first drafted. Despite the NAM and Harris 
decisions in the district courts, the Act is still in effect. It is unfortu- 
nate that the Supreme Court relied on a technical ground to avoid 
making a decision on the constitutionality of the Act when that issue 
was before it. But this makes it even more necessary that Congress 
take immediate steps to amend or replace the Act in order to prevent 
a complete breakdown of its operation. There is a large fund of ex- 
perience with the lobbying problem and with the operation of the Act 
to form the background for a thorough study by Congress of the en- 
tire problem. Congress should undertake such a study and then take 
steps to replace the present Act with a workable law setting up an 
effective program on a permanent basis. Orval HANSEN. 


CONTUMACY BEFORE THE LEGISLATURE 
I 


INTRODUCTION 


The recent deluge of citations for contempt arising from recalci- 
trant conduct before the national legislature’ merits review in an at- 
tempt to determine the current status of one summoned before a legis- 
lative investigating body. 

The problem confronting the congressional witness teems with 
diametrically opposed incentives. On the one hand, he normally 
would be reluctant to publicly disclose what he considers to be his 


1 More witnesses have been cited for contempt by Congress during the last 
two and one-half years than during the preceding ninety-two. Quinn v. United 
States, 21 U.S.L. Weex 2303 (D.C. Cir. Dec. 19, 1952). 
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entirely private affairs. He may well be embarrassed and resentful 
at being summoned to appear before an investigative body at all. 
Nowhere is the spotlight of public attention focused more sharply 
than upon the witness called before a congressional committee. 
There, frequently heard and, since the advent of television, eyed by 
the American public, he faces the queries of the nation’s law-makers. 

Opposed to the desire for protection for what he considers to be 
his inviolate right to privacy is the witness’ duty. In return for the 
benefits of citizenship, a witness is obligated to aid the processes of 
his Government and to lend his loyal support when called upon. In 
the interests of good government, he may be asked to disclose inti- 
mate details of his life, violate trusts and confidences imposed upon 
him, and to bare his innermost thoughts and convictions. 

The witness, guilty or innocent of censurable conduct, cares little 
where the contempt power was spawned. He is interested, most 
often, in the answer to one question: Under what conditions must 
he appear, answer questions or produce documents? This article 
approaches that problem from the point of view of the witness. 


II 
STATUS OF THE WITNESS 


In the one hundred and forty one years since Congress first used its 
contempt power, the courts have laid down guiding principles, speci- 
fically applicable, as is the judicial policy, only to the facts before 
the court when the particular case was decided. Nevertheless, the 
doctrine of stare decisis et non quieta movere permits the modern 
witness to ascertain his status by reference to the grounds upon which 
his earlier counterparts rested their defenses. What, then, has been 
judicially construed and is relatively free from the quick sands of un- 
predictability ? Which defenses have stood firm under the searching 
scrutiny of the courts? 

The early cases in the history of congressional contempt indicate 
that defendants rested chiefly upon the ground that Congress simply 
did not have the power to punish them for threatening its dignity and 
the integrity of its members. Anderson v. Dunn? disposed of that 
defense in 1821. It held that Congress not only had the inherent 
power in question, rooted centuries deep in English common law,’ 
but that it was constitutional. However, because imprisonment of a 
convicted recalcitrant was limited to the session of the body in which 


26 Wheat. 204 (U.S. 1821). 


3 See Potts, Power of Legislative Bodies to Punish for Contempt, 74 U. oF 
Pa. L. Rev. 691 (1926). 
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the contempt occurred, the legislature found it expedient, in January, 
1857, to enact the forerunner of 2 U.S.C. §192. It made incor- 
rigible obstinacy before Congress or its committees a criminal offense, 
punishable according to normal criminal procedure. 

To call the recalcitrant before the bar of justice Congress today 
chooses to use the Act of 1857 as amended rather than its inherent 
power. The statute has been attacked from almost every angle, but 
relatively few have evaded its penalties. Its constitutionality was sus- 
tained in In re Chapman, and the well reasoned case of McGrain v. 
Daugherty® effectively laid to rest the feasibility of resisting congres- 
sional probing on the ground that the right to inquire was not vested 
in the national legislature, the Court holding that the power of in- 
quiry was an essential and appropriate auxiliary to the legislative 
function. 

The congressional witness of today finds himself in this position: 
He must obey the command of a subpoena to appear and a subpoena 
duces tecum to produce documents in his possession or control, as- 
suming the subpoena has been properly issued and served and that 
the commanding body is duly authorized to sit. Once in attendance, 
the witness may not leave until excused,” and he must conform to 
committee procedure.* But the procedure of the committee when 
citing for contempt must be in conformity with the statutory require- 
ments or the witness cannot be held.® 

Good faith is immaterial if, in fact, the witness committed a con- 
tempt,’° and he construes the statute at his peril.** He is susceptible 
to a contempt conviction even if such a conviction would result only 
in punishment and not inducement to purge himself of the contempt.’* 

To constitute contempt for refusal to answer, the refusal must be 
deliberate and intentional and not mere inadvertence, accident or 


411 Strat. 155 (1857), as amended, 2 U.S.C. § 192 (1946). The House may 
not continue its committees as such beyond the end of a session, but the Senate, 
as a continuing body, may continue its committees through recesses after the 
expiration of a Congress. McGrain v. Daugherty, 273 U.S. 135, 181 (1927). 

5166 U.S. 661 (1897). 

6 273 U.S. 135 (1927). 

7 Townsend v. United States, 95 F.2d 352 (D.C. Cir.), cert. denied, 303 U.S. 
664 (1938). 

8 Eisler v. United States, 170 F.2d 273 (D.C. Cir. 1948) (witness refused to 
be sworn before making a statement). 


9° Ex parte Frankfeld, 32 F. Supp. 915 (D.D.C. 1940) (2 U.S.C. § 194 (1946) 
prescribes procedure). 


10 Sinclair v. United States, 279 U.S. 263 (1929) (witness claimed voluntary 
appearance showed good faith which barred indictment for contempt). 

11 [bid, 

12 Jurney v. MacCracken, 294 U.S. 125 (1935) (attorney failed to produce 
documents no longer in his possession). 





EDITORIAL NOTES 605 


misunderstanding.’* Although there is no requirement that the com- 
mittee must direct an answer after a naked refusal to answer, without 
purported explanation, justification or excuse,'* an interposed objec- 
tion or like interruption may require an explanation of the committee’s 
position or attitude and a specific direction to answer before the wit- 
ness may be held in contempt for a refusal.** A valid objection to 
the authority of the committee to sit is sustainable,’* but it must be 
made at the hearing.** 


It is established that a voluntary witness is subject to a subpoena,?* 


but a witness is not required to appear or to testify if, by so doing, 
his health would be impaired.*® 

There is no formula to recite in claiming the privilege against self- 
incrimination under the Fifth Amendment so long as the claim is rea- 
sonably clear,*° and the privilege may be invoked by adopting the posi- 
tion of another provided the one relied upon has properly and validly 
utilized the Amendment’s protection.** But while the privilege against 
self-incrimination is liberally construed and applied, a claim of the 
privilege is strictly construed and appraised.?* It is not available to 
the witness on the ground that testimony or the production of doc- 


13 Cf. Fields v. United States, 164 F.2d 97 (D.C. Cir. 1947), cert. denied, 
332 U.S. 851 (1948) (witness claimed “willful” within meaning of statute 
included an evil or bad purpose). But cf. United States v. Murdock, 290 U.S. 
389, 396-397 (1933). 

14 Bart v. United States, 21 U.S.L. WeeK 2302 (D.C. Cir. Dec. 19, 1952) 
(witness claimed that the committee must directly request an answer after a 
refusal to respond); accord, United States v. Browder, D.D.C. Criminal No. 
1784-50, March 14, 1951. 

15 Bart v. United States, supra note 14. 

16 Cf. Emspak y. United States, 21 U.S.L. Weex 2303 (D.C. Cir. Dec. 19, 
1952) (witness claimed prosecution failed to prove House Committee on Un- 
American Activities validly constituted). 

17 [bid. 

18 Dennis v. United States, 339 U.S. 162 (1949) witness voluntarily appeared 
but refused to testify and was immediately served with subpoena to appear at 
a later hearing). 

19 Cf, United States v. Costello, 198 F.2d 200 (2d Cir. 1952), appeal pending 
(committee refused certificate by doctor that witness was suffering from laryn- 
gotracheitis and moved for examination by a committee-selected physician, but 
case was determined on other grounds). 

20 Emspak v. United States, 21 U.S.L. Weex 2303 (D.C. Cir. Dec. 19, 1952) 
(witness claimed he asserted privilege against self-incrimination at the hearing). 
21 Quinn v. United States, 21 U.S.L. Week 2303 (D.C. Cir. Dec. 1952). 

22 Tbid. It has been tacitly assumed that a witness has the right to claim the 
privilege against self-incrimination before a congressional committee. The 
broad construction of the privilege in favor of the right which it was intended to 
secure, as approved in Counselman y. Hitchcock, 142 U.S. 547 (1892), pre- 
vails over the more narrow construction given 18 U.S.C. § 3486 (Supp. 1952): 
“No testimony given by a witness before either House, or before any com- 
mittee of either House, or before any joint committee established by a joint or 
concurrent resolution of the two Houses of Congress, shall be used as evidence 
in any criminal proceeding against him in any court, except in a prosecution for 
perjury committed in giving such testimony. But an official paper or record 
produced by him is not within the said privilege,” 
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uments may tend to disgrace him or otherwise render him infamous,”* 
and it may be waived as to a particular subject if the witness freely 
answers criminating questions but balks at supplying the details.** 

The privilege is not automatically applicable to every question 
which requires an incriminating answer. It is personal to the wit- 
ness,” and must be claimed at the time the question is asked.?* Nor 
is the witness the ultimate judge of the tendency of the answer to in- 
criminate him.?* He bears the burden of convincing those who sit in 
judgment that his silence is justified.”* 

Prior to 1948 a witness was required to reveal whether or not he 
believed in communism or was a member of the Communist Party.”* 
Since the passage of the Smith Act,®° however, the Supreme Court 
has ruled such answers fall within the Fifth Amendment’s provisions 
against self-incrimination.** 

It is probable that a refusal to answer is neither arbitrary nor ca- 
pricious when the atmosphere of the forum is unreasonably hectic,*? 
and in determining the atmosphere of the forum the court looks at 
the “entire situation confronting the witness at the time he was called 
upon to testify.”** At just what point, however, the atmosphere of 
the forum becomes unreasonably hectic is not clear. 

In United States v. Kleinman** the court was confronted with the 
problem in an unprecedented setting. Kleinman and his co-defendant 
were indicted for refusing to testify before a senate committee investi- 
gating organized crime in interstate commerce. They pleaded that 
their constitutional rights would be violated if compelled to answer 
while being televised and photographed, the defense being generalized 
with no specific claim to constitutional protection against self-incrim- 
ination being made. The court, a jury being waived, found the de- 
fendants were subjected to undue disturbances at the hearing, and 
discharged them. 


. . . the stipulation of facts discloses that there were, in close 
proximity to the witness, television cameras, newsreel cameras, 
news photographers with their concomitant flashbulbs, radio 
microphones, a large and crowded hearing room with spectators 


232 U.S.C. § 193 (1946). 

24 Rogers v. United States, 340 U.S. 367 (1951). 

25 United States v. Murdock, 284 U.S. 141 (1921). 

26 United States v. Fitzpatrick, 96 F. Supp. 491 (D.D.C. 1951). 

27 | States v. Kamp, 102 F. Supp. 757 (D.D.C. 1952). 

28 ‘, 

29 Barsky v. United States, 167 F.2d 241 (D.C. Cir.), cert. denied, 334 U.S. 
843 (1948). 

3018 U.S.C. § 2385 (Supp. 1952). 

31 Blau v. United States, 340 U.S. 159 (1950) (witness before a grand jury). 

32 United States v. Kleinman, 107 F. Supp. 407 (D.D.C. 1952) (television 


cameras and other photographic equipment in hearing room). 
33 Td. at 408. 


34 See note 32 supra. 
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standing along the walls, etc. The obdurate stand taken by these 
two defendants must be viewed in the context of all of these 
conditions. The concentration of all these elements seems to me 
necessarily so to disturb and distract any witness to the point 
that he might say today something that next week he will real- 
ize was erroneous. And the mistake could get him in trouble 
all over again.*® 


Another troublesome problem confronting the witness involves the 
phrase, “. . . refuses to answer any question pertinent to the question 
under inquiry. ...” (Emphasis added.)** The prosecution must prove 
that the question was pertinent ** and a witness does not waive an 
objection to nonpertinency by failing to make it at the hearing,®** but 
a witness walks a taut rope indeed in attempting to predict both 
Congress’ and a court’s interpretation of the resolution creating the 
committee in question. 

The recent case of United States v. Rumely *® well illustrates the 
point. Edward A. Rumely was indicted for willful refusal to produce 
records and give testimony before the Select Committee on Lobby- 
ing Activities.*° He refused to disclose the names of those who made 
bulk purchases of books from an organization known as the Com- 
mittee for Constitutional Government, of which he was secretary, 
contending that “under the Bill of Rights, that is beyond the power 
of your committee to investigate.” * 

The Select Committee insisted that the information demanded was 
relevant to its investigation within the meaning of the Resolution,* 
and submitted a report to the House.** The House, after long and 
earnest debate, certified the defendant’s refusal to testify.** The trial 
court convicted Rumely. The court of appeals reversed, one judge 
dissenting, and the Supreme Court granted certiorari. The Court 
held that the committee before which Rumely refused to furnish in- 

35 Id. at 408. 

362 U.S.C. § 192 (1946). 

37 Sinclair v. United States, 279 U.S. 263 (1929). 

38 Bowers v. United States, 21 U.S.L. WEEK 2394 (D.C. Cir. Feb. 12, 1953). 

3973 Sup. Ct. 543 (1953). pes 

40 “The committee is authorized and directed to conduct a study and investi- 
gation of (1) all lobbying activities intended to influence, encourage, promote, 
or retard legislation; and (2) all activities of agencies of the Federal Govern- 
ment intended to influence, encourage, promote, or retard legislation.” H. Res. 
No. 298, 81st Cong., Ist Sess. (1949). i 

4173 Sup. Ct. 543, 548 (1953) (concurring opinion). Mea 

*2 This conclusion was reached over vehement objections by three minority 
members of the Select Committee who insisted that an investigation of that 
breadth exceeded the authority of the Resolution and infringed upon the consti- 
tutional rights of free speech and free press. Jd. at 550 (concurring opinion). 

43 A minority report was also submitted. Jbid. . 

44“The ambiguity of the terms of the resolution—that is, whether questions 
asked to which answers were refused were within those terms—is reflected by 


the close division by which the committee’s view of its own authority prevailed. 
The vote was 183 to 175.” Jd. at 547 n. 1. 
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formation had no authority to compel its production, and said of 
the resolution, “This is the controlling charter of the committee’s 
powers. Its right to exact testimony and to call for the production 
of documents must be found in this language.” ** 

The decision in the Rumely case indicates judicial concern with a 
tendency of congressional committees to query without real regard 
to the scope of their authorization, a change in attitude from the 
liberality with which the Court viewed the resolution in McGrain 
v. Daugherty.*® There the resolution, in essence, authorized a senate 
committee to investigate the alleged failure of Harry M. Daugherty, 
Attorney General of the United States, to prosecute violators of 
federal statutes. Daugherty claimed the resolution was not in further- 
ance of a legislative function. The Court, in finding the resolution 
good, said: 


The only legitimate object the Senate could have in ordering 
the investigation was to aid it in legislating; and we think the 
subject-matter was such that the presumption should be in- 
dulged that this was the real object. An express avowal of the 
object would have been better; but in view of the particular 
subject-matter was not indispensable. In the Chapman case, 
where the resolution contained no avowal, this Court pointed 
out that it plainly related to a subject-matter of which the 
Senate had jurisdiction, and said “We cannot assume on this 
record that the action of the Senate was without a legitimate 


object”; and also that “it was certainly not necessary that the 
resolutions should declare in advance what the Senate meditated 
doing when the investigation was concluded.” * 


Though the Court was considering the resolution in the McGrain 
case from the point of view of validity with respect to a congressional 
function and not in terms of scope in regard to a specific question, 
as in the Rumely case, in both cases a resolution was interpreted. 


III 
CoNCLUSIONS 


The increase in the number and kind of congressional investigations 
has been reflected in the number of contempt indictments before the 
courts,“* and, on the whole, the judiciary has set safeguards and 
standards which committees and witnesses alike may follow with some 
degree of assurance that reviewing authority, if review is necessary, 
will sustain. There remain, however, at least two areas in which 
the witness faces an undue hazard—interpretation of the resolution 


45 Td. at 545. 

46 273 U.S. 135 (1927). 
47 Td. at 178. 

48 See note 1 supra. 
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authorizing the committee to inquire and outlining its scope, and 
public opinion. 

At some point during a hearing it may become necessary for the 
witness to determine the pertinency of a question. He must commit 
himself to the risk of a contempt charge with its attendant publicity, 
danger of confinement and expense, or he must answer. His only 
guide to a proper decision is the resolution itself. A resolution 
such as the one which instigated the Rumely case ** places a burden 
upon the witness which he rightfully should not have to bear. Al- 
though it can scarcely be gainsaid that Congress passes resolutions 
more casually than enactments requiring presidential approval, it is 
submitted that effective correction of such a situation lies with 
Congress.°° Judicial decisions which decide an issue of pertinency 
are ex post facto in respect to injury to the witness. The bulk of 
the damage to him has been done by the time a court has an op- 
portunity to rule. 

Clearly, a witness summoned before a congressional investigating 
committee today is in an unenviable position. His only “crime” may 
be some remote and minor association with one who later proved 
to be a subversive or a criminal. On the other hand, it is conceded 
that some are summoned who unquestionably deserve public censure. 
But, guilty or innocent of wrongdoing, the mere receipt of a subpoena 
is sufficient to cast suspicion and distrust upon the witness in the 
public mind. In some instances a witness may suffer economic and 
social loss in claiming a privilege granted by the Constitution, public 
opinion being substituted for a judicial determination of guilt or in- 
nocence.*t The solution to this somewhat frightening situation, if 
there is a solution, lies outside the scope of this paper certainly, and, 
perhaps, outside the strictly legal field. 

The modern witness before a congressional committee, when com- 
pared with his earlier counterparts, is relatively well protected against 
infringement of rights. The areas which today appear to permit 
undue invasion upon him are fewer in number than they were a 
decade ago. The witness’ greatest danger comes not from Congress 
nor the courts, but from the people, the vast audience which now 
has the opportunity to “sit in on” investigative hearings and to make 
up its collective mind as to guilt or innocence immediately while 
actually listening to or seeing the proceedings. 

Donat E. BILcEr. 


49 See notes 39, 40 supra. 

50 For an informative article on proposed reforms, see Galloway, Congres- 
sional Investigations: Proposed Reforms, 18 U. or Cut. L. Rev. 478 (1951). 

51 See Arnold, Mob Justice and Television, 12 Fep. Com. B.J. 4-9 (1951) 
(Kefauver Committee hearings used to illustrate the dangers of televising in- 
vestigative committee proceedings). 






































A NEW LOOK AT VENUE IN PATENT 
INFRINGEMENT SUITS 


I 
INTRODUCTION 


The perplexing problem as to where a party should lay venue against 
a corporate defendant in a suit for infringement of a patent has once 
again been thrown into confusion by recent conflicting judicial de- 
cisions. This problem has confronted the courts for the past sixty- 
five years, but it has never reached the state of uncertainty which 
exists today. In considering the various complexities and ramifica- 
tions of this question, which spring from existing statutory enactments 
and judicial interpretations thereof, a study of the historical and 
legislative background is necessary. However, any conclusion reached 
should be based upon a consideration of certain fundamental questions 
as well as upon historical significance and legislative intent. What 
are the reasons which require a special venue provision for patent 
infringement suits? Is the need today for a special provision any 
more or any less urgent than the need which existed when the original 
patent venue provision was enacted in 1897? Should corporations, 
in defending suits for patent infringements, be treated on a different 
legal plane from that on which they are treated when involved in other 
types of legal action? 


II 


VENUE IN PATENT INFRINGEMENT SUITS UNDER JUDICIAL 
INTERPRETATIONS OF EXISTING STATUTORY ENACTMENTS 





In 1948 Congress revised and codified the prior statutory enact- 
ments and judicial decisions with respect to venue in Title 28 of 
the United States Code. Two specific sections of this title are of 
paramount importance since they provide the source from which the 
present day judicial conflict originates. 

The first section which gives rise to the problem is Section 1391 (c), 
which provides : 


A corporation may be sued in any judicial district in which it is 
incorporated or licensed to do business or is doing business, and 
such judicial district shall be regarded as the residence of such 
corporation for venue purposes.’ (Italics supplied.) 





128 U.S.C. § 1391(c) (Supp. 1952). 
corporate or general venue provision. 


[ 610 } 


Hereinafter, also referred to as the 
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This is a general venue provision; it is the first legislative enactment 
defining the term “residence” as applied to corporations. The second 
section of importance is Section 1400(b), which provides: 


Any civil action for patent infringement may be brought in the 
judicial district where the defendant resides, or where the defend- 
ant has committed acts of infringement and has a regular and 
established place of business.* (Italics supplied.) 


Thus, Section 1400(b) is a special venue provision pertaining to 
patent infringement suits. It substantially continues in force the 
original provisions of the Act of 1897. 

The broad problem which has been presented to the courts is 
whether the definition of corporate residence (‘‘any judicial district 
in which it is incorporated or licensed to do business or is doing 
business ....”) in the general venue provision, Section 1391(c), may 
be applied to the phrase “judicial district where the defendant re- 
sides” in the patent venue section, Section 1400(b), for venue pur- 
poses in infringement suits. Specifically, the question is whether the 
respective venue provisions are complementary or mutually exclusive. 
Six district courts * and one circuit court of appeals * have held that 
the definition of corporate residence for venue purposes set out in 
Section 1391(c) is not applicable to actions involving patent infringe- 
ment, whereas four district courts ° and one circuit court of appeals * 
have held to the contrary. It was hoped that the issue would be 
settled by the Supreme Court in the recent cases of Gulf Research & 
Development Co. v. Leahy,’ and Cardox v. C-O-Two Fire Equipment 


228 U.S.C. § 1400(b) (Supp. 1952). Hereinafter, also referred to as the 
patent venue section for purpose of clarity. 

3 Pierce v. Perlite Aggregates, Inc., 96 U.S.P.Q. 29 (N.D. Cal. 1952); Gulf 
Research & Development Co. v. Schlumberger Well Surveying Corp., 92 
F. Supp. 16 (S.D. Cal. 1950); Nachtman v. Jones & Laughlin Steel Corp., 
90 F. Supp. 739 (D.D.C. 1950); Dalton v. Shakespeare Co., Civil No. 1884, 
S.D. Fla., 1951, rev’d, 196 F.2d 469 (Sth Cir. 1952); Aetna Ball & Roller 
Bearing Co. v. Federal Bearing Co., Inc., Civil No. 50 C 857, N.D. Ill., 1950; 
Transmirra Products Corp. v. The Magnavox Co., 96 U.S.P.Q. 259 (1953). 

*C-O-Two Fire Equipment Co. v. Barnes, 194 F.2d 410 (7th Cir. 1952) 
(Judge Lindley dissenting). 

5 Farr v. Gratiot, 92 F. Supp. 320 (S.D. Cal. 1950); Sponge Products v. 
Fuller Brush Co., Civil No. 51 C 382. N.D. Ill., 1951; Radio Corp. of Am. v. 
Paramount Pictures, Inc., Civil No. 8070-Wm. S.D. Cal., 1951; Cardox v. 
C-O-Two Fire Equipment Co., Civil No. 51 C 1007, N.D. Ill., 1951. 

6 Dalton y. Shakespeare Co., 196 F.2d 469 (Sth Cir. 1952). 

7 344 U.S. 861 (1952). In the Gulf Research & Development case, suit for 
patent infringement was originally brought in the southern district of California, 
venue being predicated on § 1391(c). Judge Harrison held that venue was im- 
properly laid and transferred the action to the district of Delaware. Gulf Re- 
search & Development Co. vy. Schlumberger Well Surveying Corp., 92 F. Supp. 
16 (S.D. Cal. 1950). In the interim plaintiff petitioned the ninth circuit for a 
writ of mandamus directing Judge Harrison to vacate and set aside the transfer 
order. Petition was denied. Gulf Research & Development Co. v. Harrison, 
185 F.2d 457 (9th Cir. 1950). Upon transfer to the district court of Delaware 
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Co.,° but the Court rendered a four-four decision, thus expressing no 
opinion. The effect of the decision was to affirm lower courts which 
had held that the special venue section was exclusive of the general 
venue section. 


A 


The Theory That Sections 1391(c) and 1400(b) Are 
Mutually Exclusive 


The general theory of the courts that hold the patent venue pro- 
vision, Section 1400(b), to be exclusive of any other appears to be 
predicated on an absence of congressional intent to change the law 
existing prior to the enactment of the Judicial Code of 1948. To un- 
derstand this theory, then, one must look to the statute or statutes 
in force before the enactment of the Judicial Code of 1948 and to 
judicial construction thereof. 

Until 1897, venue in patent infringement cases did not depend upon 
a special statute, but was governed by general venue provisions.* 
For the hundred years from 1789 to 1887, these provisions were so 
phrased and construed as to give plaintiffs a wide selection of juris- 
diction in which to institute suit against a defendant. In 1887, to 





plaintiff moved to transfer the case back to California on the ground that venue 
was improper in Delaware. Motion was denied. Gulf Research & Development 
Co. v. Schlumberger Corp., 98 F. Supp. 198 (D. Del. 1951). Plaintiff then 
petitioned the third circuit for a writ of mandamus directing Judge Leahy of 
the district court of Delaware to vacate the order denying the motion to re- 
transfer. Petition was denied. Gulf Research & Development Co. v. Leahy, 
193 F.2d 302 (3d Cir. 1951), cert. granted, 343 U.S. 925 (1952). 

8 344 U.S. 861 (1952). Plaintiff brought suit for patent infringement in the 
northern district of Illinois. Defendant filed a motion to dismiss on the ground 
of improper venue or, in the alternative, to transfer the cause to the proper 
jurisdiction. Both motions were denied. Cardox v. C-O-Two Fire Equipment 
Co., Civil No. 51 C 1007, N.D. Ill., 1951. Defendant’s petition to the seventh 
circuit for a writ of mandamus, directing Judge Barnes to vacate and set aside 
his order denying defendant’s petition, was granted. C-O-Two Fire Equipment 
Co. v. Barnes, 194 F.2d 410 (7th Cir. 1952). This mandate was stayed on 
the motion of plaintiff, on the ground that a petition for certiorari had been 
filed. Cert. granted, 343 U.S. 925 (1952). 

® The original law relating to venue was enacted as § 11 of the Judiciary Act 
of 1789, 1 Star. 78, 79, which provided: “That the circuit courts shall have 
original cognizance, concurrent with the courts of the several States, of all 
suits of a civil nature at common law or in equity, .... And no civil 
suit shall be brought before either of said courts against an inhabitant 
of the United States, by any original process in any other district than 
that whereof he is an inhabitant or in which he shall be found at the time 
serving the writ, . . .” This provision was of broad scope, and applied to 
cases involving suits for patent infringement. Chaffee v. Hayward, 20 How. 208 
(U.S. 1857); Day v. Newark India-Rubber Mfg. Co., 7 Fed. Cas. 245, No. 
3,685 (S.D.N.Y. 1850); Allen v. Blunt, 1 Fed. Cas. 444, No. 215 (S.D.N.Y. 
1849). Since, under the Act of 1789, one could be sued wherever found, 
plaintiffs were in the favorable position of being able to seek a forum which 
was most inconvenient for defendants, or most suitable to the plaintiffs. This 
provision was retained in the Act of Mar. 3, 1875, 18 Start. 470. 
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eliminate the abuses and injustices which were felt to have been 
engendered,’® Congress revised the applicable statute by substantially 
narrowing the scope of jurisdiction in which suit might be main- 
tained."* In 1897, to clarify the application of the provisions enacted 
in 1887 to patent infringement suits ’* and to avoid the resulting 
inequities of narrow venue,’* Congress enacted a special venue pro- 
vision for patent infringement cases. The Act of 1897 provided: 


That in suits brought for the infringement of letters patent the 
circuit courts of the United States shall have jurisdiction, in law 





10 Since the courts had practically unlimited jurisdiction as a result of the 
Acts of 1789 and 1875, many abuses and injustices were encountered in defend- 
ing suits for infringement. Defendants were put to great expense and harass- 
ment when sued in a place “they might be merely passing through, or where 
they might be temporarily tarrying.” See Gormully v. Pope Mfg. Co., 34 Fed. 
818, 819 (C.C.N.D. Ill. 1888). In Bowers v. Atlantic, G. & P. Co., 104 Fed. 
887, 891 (C.C.S.D.N.Y. 1900), the court was of the opinion that the presenta- 
tion of an adequate defense by the alleged infringers was difficult in many in- 
stances because they did not receive the benefit of immunization, i.e., the right 
to be served by process only in the district which they inhabited. The problem 
of producing witnesses and records normally located at the place of infringe- 
ment proved vexatious to defendants. Melvin Lloyd Co. v. Stonite Products Co., 
119 F.2d 883, 885 (3d Cir. 1941). 

11 To eliminate the evils that existed under the Act of 1875, Congress passed 
the Act of Mar. 3, 1887, 24 Stat. 552. The specific purpose of the Act of 
1887 was to restrict the jurisdiction of the circuit courts, and it provided: 
“No civil suit shall be brought before either of said courts (circuit or state) 
against any person by any original process of [or] proceeding in any other 
district than that whereof he is an inhabitant; but where the jurisdiction is 
founded only on the fact that the action is between citizens of different States, 
suits shall be brought only in the district of the residence of either the plaintiff 
or the defendant; ...” Thus a defendant could no longer be sued where 
found, which resulted in the curtailment of the practice of forum hunting used 
by plaintiffs. 

12 The question arose as to whether the Act of 1887, as amended, was ap- 
plicable to suits involving patent infringements. In the case of Jn re Hohorst, 
150 U.S. 653 (1893), plaintiff brought suit in the southern district of New 
York against a corporation of Germany which was not an inhabitant of New 
York. The Supreme Court held that the Act of 1887 was inapplicable to suits 
for infringement of a patent right on the ground that exclusive jurisdiction 
had been given to the circuit courts of the United States, and was therefore 
not affected by the general provisions regulating the jurisdiction of the courts 
of the United States, concurrent with that of the several states. See also Jn re 
Keasbey & Mattison Co., 160 U.S. 221 (1895). 

18 Mr. Mitchell reading from the report by the Committee on Patents stated: 
“This bill seeks to define the jurisdiction of the courts in patent suits and to 
remove uncertainty which now arises as to such jurisdiction by reasons of the 
conflicting decisions of the various courts. It further facilitates in bringing 
suits in the places of business of the parties interested. It is in the interest of 
all and against the interests of none.” 29 Conc. Rec. 1900 (1897). Mr. Lacey, 
the author of the original bill, had this to say, “The main purpose of the bill 
is to give original jurisdiction to the court where a permanent agency trans- 
acting the business is located, and that business is engaged in the infringement 
of the patent rights of some one who has such rights anywhere in the United 
States. . . . I introduced this bill at the suggestion of a number of gentlemen 
who live in the Northwest, and who have interest in distant localities, and yet 
the sales of the patent articles so infringed are largely, or mainly, made in the 
vicinity where the owners of the patent happen to be located. For instance, 
the manufacturer may be established at some distant point and the office where 
the goods are sold is opened in Chicago or St. Louis or some other distant city. 
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or in equity, in the district of which the defendant is an inhab- 
itant, or in any district in which the defendant, whether a person, 
partnership, or corporation, shall have committed acts of infringe- 


ment and have a regular and established place of business.'* 
(Italics supplied.) 


As construed in Stonite Products Co. v. Melvin Lloyd Co. and 
Bowers v. Atlantic, G. & P. Co.,** this provision was held (1) to be 
“the exclusive provision controlling venue in patent infringement pro- 
ceedings,” ** and (2) to require a coincidence of acts of infringement 


They have a permanent place of business at either city, and yet no relief can 
be had in the courts where the infringement is carried on.” IJbid. The legis- 
lators also took into consideration the fact that corporations often avoided suit 
by obtaining a charter under the laws of one state and then carrying on their 
business in another state. Senator Platt in advocating the bill before the Senate 
stated: “corporations in these days that are using patented inventions go into 
various states and obtain charters or acts of incorporation and then do business 
in other States. Now, to sue for an infringement of a patent it is necessary 
that suit be brought in the State where the act of incorporation is obtained. 
In some of the States, there is no provision for service upon anyone, and the 
corporations thus have an opportunity to infringe upon patents and almost 
escape any responsibility for it by reason of the difficulty of finding them in 
order to sue them, for it is very inconvenient to travel across the continent 
to sue them when they are infringing in a business established near the plaintiff 
or the owner of a patent.” Ibid. 

This facet is important in showing that not only would plaintiffs at- 
tempt to seek a forum which was most inconvenient for defendants, but that 
defendant corporations would force the institution of a suit in a jurisdiction 
which was inconvenient for plaintiffs. This important consideration does not 
appear to have received proper treatment in the drafting of recent legislation. 
It was suggested during the debate on the bill that the word “and’’ be changed 
to “or.” This proposal was rejected since it would result in an undesirable 
extension of venue. Jd. at 1901. 

1429 Stat. 695 (1897). The Act of 1897 was reenacted in the Judicial Code 
of (1911), 36 Stat. 1100, with the only change being that the phrase “district 
courts” was substituted for “circuit courts.” 

15 315 U.S. 561 (1942) (hereinafter referred to as the Stonite case). 

16 104 Fed. 887, 891 (C.C.S.D.N.Y. 1900). 

17 The Act of 1858, 11 Strat. 272, was also substantially reenacted into the 
Judicial Code of 1911, which provided: “When a State contains more than 
one district, every suit not of a local nature in the district court thereof, against 
a single defendant, inhabitant of such State, must be brought in the district 
where he resides; but if there are two or more defendants, residing in dif- 
ferent districts of the State, it may be brought in either district, ....” 36 Star. 
1101 (1911) (hereinafter referred to as the judicial venue section). A conflict 
developed in the lower courts over the question of whether or not the judicial 
district venue section was applicable to, and therefore complementary with, the 
provisions of the patent infringement venue section. In Melvin Lloyd Co. v. 
Stonite Products Co., 119 F.2d 883 (3d Cir. 1941), plaintiff sued A and B 
jointly in the western district of Pennsylvania predicating venue on the judicial 
district venue section. Although A was a resident of the western district, B 
was a corporation residing in the eastern district of Pennsylvania but did not 
have a regular and established place of business in the latter district. The 
circuit court held that venue was properly laid against both A and B, that the 
respective venue provisions were not inconsistent with each other, and that 
each section should be construed so as to give it its full import. A contrary 
result had been reached in Motoshaver, Inc. v. Shick Dry Shaver, Inc., 100 
F.2d 236 (9th Cir. 1938), wherein suit was instituted in the southern district 
of California against X, a corporate inhabitant of that district, and against Y, 
an inhabitant of the northern district of California. The court held that venue 
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and a regular and established place of business unless suit was brought 
in the district of which the defendant was an inhabitant.** This then 
is the background which underlies the theory that Section 1400(b) 
of the Judicial Code of 1948 is not complemented by Section 1391, 
and that the phrase in Section 1400(b), “judicial district in which the 
defendant resides,” is not supplemented in its application to corpora- 
tions by the phrase in Section 1391(c), describing corporate residence 
as “any judicial district in which it is incorporated or licensed to do 
business or is doing business.” 

In C-O-Two Fire Equipment Co. v. Barnes, suit for patent in- 
fringement was instituted in the northern district of Illinois against a 
Delaware corporation. Venue was predicated upon the allegation 
that the defendant corporation was licensed to do business, was doing 
business, and had a regular and established place of business in the 
said district. The court held that venue was improperly laid since no 
allegation was made that the infringing acts were committed in the 
Illinois district. In answer to the plaintiff’s (intervenor’s) contention 
that the general venue provision, Section 1391(c), was applicable 
to the patent venue provision, Section 1400(b), the court stated: 


And if a corporation can be sued where it “is doing business,” 
what possible purpose can be served by the second venue alterna- 
tive, “where the defendant has committed acts of infringement 
and has a regular and established place of business”? Inter- 
venor’s contention would permit a suit to be brought in the 
District where the defendant “is doing business” but not in the 
District where it has a ‘‘regular and established place of business” 
in the absence of a showing that the defendant “has committed 
acts of infringement” in such District. Such an anomalous 
theory, if embraced, would make a dead letter out of the second 
alternative in the patent venue section.”° 


In short, the patent venue provision would be completely nullified." 


in patent infringement suits was governed by the patent venue section and was 
not broadened by the judicial district section. The Supreme Court reversed 
the lower court in the Lloyd Co. case and held that the patent venue section 
was not supplemented by the judicial venue section. 

18In the Bowers case a suit for patent infringement was brought against a 
West Virginia corporation in a New York District. The defendant corporation 
had a regular and established place of business in the said district but the alleged 
infringing acts occurred in Georgia. The court expressed the opinion that the 
Act of 1897 represented a compromise between the broad venue provision of 
the Act of 1875 and the narrow provision set out in the Act of 1887. 


19194 F.2d 410 (7th Cir. 1952). 
20 Td. at 413. 


on Nachtman y. Jones & Laughlin Steel Corp., 90 F. Supp. 739 (D.D.C. 
. 


7 
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In Pierce v. Perlite Aggregates, Inc.,** proceedings were instituted 
under the general venue provision in the northern district of Cali- 
fornia against a corporation and an individual, the corporation exist- 
ing under the laws of Texas. The amended complaint averred that 
the corporation was doing business in California, but it did not allege 
that the defendant corporation had a regular and established place of 
business in the said district. It is not clear where the infringing acts 
were committed, but the court dismissed the action on the ground 
that a place of doing business did not fulfill the prerequisite of a 
regular and established place of business as set out in the patent venue 
section. The court expressed the opinion that Congress did not 
change the law that existed prior to the adoption of the Code in 1948, 
and that the Stonite ** decision still governed. When the decisions 
of the C-O-Two and Pierce cases are considered together, it becomes 
apparent that the doctrine of Bowers v. Atlantic, G. & P. Co.** is re- 
affirmed. An act of infringement and a regular and established place 
of business must co-exist before venue is proper. 

However, these cases present a further problem for it appears to 
follow from the decisions that the courts must distinguish between a 
place of doing business,*® and a regular and established place of busi- 
ness. An act of infringement where a party is doing business would 
not seem to satisfy the courts in the C-O-Two and Pierce cases.** 

In drafting the revision of Title 28 it was decided that any intended 
change or modification of prior law would be explained in detail in 
the reviser’s notes following each section of the code.** The Chief 
Reviser of Title 28, W. W. Barron, reported that any change in 
phraseology was merely an effort to consolidate and clarify the law, 
and that such changes were not alterations in policy or law unless 


2296 U.S.P.Q. 29 (N.D. Cal. 1952). 
23 315 U.S. 561 (1942). See also note 17 supra, for facts of the Stonite case. 
24104 Fed. 887, 891 (C.C.S.D.N.Y. 1900). 


25 “ ‘Doing business’ is a concept which has thus far defied ultimate definition.” 
See Ronson Art Metal Works v. Brown & Bigelow, Inc., 104 F. Supp. 716, 
721 (S.D.N.Y. 1952). 


26In United States v. Scophony Corp., 333 U.S. 795 (1948), venue was laid 
against a British corporation pursuant to § 12 of the Clayton Act, 38 Star. 
736 (1914), 15 U.S.C. § 22 (1946), for a violation of §§ 1 and 2 of the 
Sherman Act, 26 Stat. 209 (1890), 15 U.S.C. §§ 1, 2 (1946). Section 12 pro- 
vided: “That any suit... under the antitrust laws against a corporation may 
be brought not only in the judicial district whereof it is an inhabitant, but also 
in any district wherein it may be found or transact busness; ...” (Italics 
supplied.) The Supreme Court in holding that venue was proper stated that 
the test to be applied in determining what acts satisfied the requirement of 
transacting business would be the application of practical, nontechnical business 
or commercial standards. This approach would seem equally applicable to the 
present problem. 


27 H.R. Rep. No. 308, 80th Cong., Ist Sess. 7, Al (1947). See Comment, 
8 F.R.D. 439, 446 (1949). 
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such an intent was clearly expressed.** The pertinent remarks of the 
reviser as to the general venue provision, Section 1391, are as follows: 


Word “reside” was substituted for “whereof he is an inhab- 
itant” for clarity inasmuch as “inhabitant” and “resident” are 
synonymous, (See Ex parte Shaw, 1892, 12 S. Ct. 935, 145 U.S. 
444, 36 L. Ed. 768; 

In subsection (c), reference to defendants “found” within a 
district or voluntarily appearing were omitted. The use of the 
word “found” made section 111 of title 28, U.S.C., 1940 ed., 
ambiguous. The argument that an action could be brought in 
the district where one defendant resided and a non-resident 
defendant was “found” was rejected in Camp v. Gress, 1919, 
39 S. Ct. 478, 250 U.S. 308, 63 L. Ed. 997. However, this am- 
biguity will be obviated in the future by the omission of such 
reference.?® 


The reviser’s notes following Section 1400, to the extent that they 
are apposite to the patent provision, Section 1400(b), state: 


Subsection (b) is based on section 109 of Title 28, U.S.C. 1940 
ed., with the following changes: 


Words in subsection (b) “where the defendant resides’ were 
substituted for “of which the defendant is an inhabitant.” A 
corresponding change was made in subsection (a). Words “in- 
habitant” and “resident,” as respects venue, are synonymous. 
(See reviser’s note under section 1391 of this Title.) 


Words “whether a person, partnership, or corporation” before 
“has committed” were omitted as surplusage.*° 


Judge Harrison, in Gulf Research & Development Co. v. Schlum- 
berger Well Surveying Corp.,** while holding that the respective venue 
sections were not complementary, placed great weight and emphasis 
on the reviser’s notes to these sections. The reasoning of Judge 
Harrison is predicated upon the following theory: (1) under the 
predecessor to Section 1400(b) a corporation was deemed to be an 
inhabitant only of its state of incorporation,®** (2) the reviser’s notes 


28 See Comment, 8 F.R.D. 439, 445 (1949). See also United States v. Ryder, 
110 U.S. 729, 740 (1884). 

29 H.R. Rep. No. 308, 80th Cong., Ist Sess. A127 (1947). 28 U.S.C. pp. 1669, 
1670 (Supp. 1952). 

H.R. en. No. 308, supra note 29 at A130, A131. 28 U.S.C. p. 1672 (Supp. 
1952). 

3192 F. Supp. 16 (S.D. Cal. 1950). 

32 See Weller v. Penn. R. Co., 119 Fed. 502 (C.C.D. Colo. 1902); Bulldog 
Electric Products Co., 134 F.2d 545, 547 (2d Cir. 1943). But see Neirbo Co. 
v. Bethlehem Corp., 308 U.S. 165 (1939), wherein the Supreme Court held, in a 
diversity suit, that service of process upon an agent of a corporation in con- 
formity with the law of the state wherein the corporation carried on a business, 
constituted consent by the corporation to be sued in the federal court of that 
state. 
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state that the word resident is synonymous with inhabitant and that 
the word defendant includes a corporation. Thus, Judge Harrison 
concluded that since there was an absence of congressional intent to 
change the law which existed prior to the adoption of the 1948 Code,** 
the Stonite decision, holding that the specific patent venue provision 
is exclusive, was still the applicable and controlling authority with 
respect to venue in patent infringement suits. However, the reviser’s 
notes are silent in two important aspects: (1) that the corporate pro- 
vision, Section 1391(c), is new with respect to defining the residence 
of a corporate defendant for venue purposes, and (2) that this section 
is applicable to other venue provisions. 

The court in the Gulf case also considered it to be a general prin- 
ciple of statutory construction that, when a statute contains both a 
general provision and a special provision, the latter being within 
the scope of the former, the terms of the special provision prevail over 
the terms of the general provision.** Consequently, a special venue 
statute will control over a general venue statute.** Under 28 U.S.C. 
§ 109 (1940), the predecessor to Section 1400(b), a privilege was 
conferred upon defendants in patent cases with respect to the places 
in which they could be sued.*® To hold the pertinent venue sections 
complementary would not only violate a principle of statutory con- 
struction,*” but would also negative the privilege defendants had under 
the predecessor to Section 1400(b).** 

Thus, it seems apparent that the courts holding the respective venue 
sections to be mutually exclusive make it evident that the patent 
venue section stands in the same position as did its predecessor at the 
time of the Stonite decision and the purport of that decision is just 
as much in point now as then.** 


B 
The Theory That Sections 1391(c) and 1400(b) Are Complementary 


The theory that Section 1391(c) is applicable to, and therefore 
complementary with, the patent provision, Section 1400(b), is predi- 


33 See notes 27 and 28, supra. 

34 See MacEvoy Co. v. United ae ® = U.S. 102, 107 (1944); Ginsberg 
& Sons v. Popkin, 285 U.S. 204, 208 (1932). 

35] Barron & Ho.rtzorr, FEDERAL PRACTICE AND Procepure 135 (1950). 

36 General Electric Co. v. Marvel Rare Metals Co., 287 U.S. 430 (1932). 
“Section 48 relates to venue. It confers upon defendants in patent cases a 
privilege in respect of the places in which suits may be maintained against them.” 
Id. at 435. 

37 Gulf Research & Development Co. v. Schlumberger Well Surveying Corp., 
92 F. Supp. 16 (S.D. Cal. te 

38 C-O-Two Fire Equipment Co. v. Barnes, 194 F.2d 410 (7th Cir. 1952). 

39 Ackerman v. Hook, 183 F.2d 11, 14 (3d Cir. 1950). 
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cated, not on any major premise of legislative intent, but rather on 
the proposition of giving to the text of the respective sections the 
meaning which their words purport to convey. Prior to the adoption 
of Section 1391(c), a corporation for venue purposes was deemed 
to be an inhabitant only of its state of incorporation.*® Congress, 
however, recognized that the continued growth and expansion of 
modern corporations resulted in corporate activities in many dis- 
tricts,“* and enacted the corporate venue section to eliminate the 
narrow rule that restricted federal suits to the district of incorpora- 
tion.*? 

In Farr Co. v. Gratiot,** an action for patent infringement was laid 
under the corporate venue section against a Delaware corporation 
doing business in the southern district of California. The court held 
that the defendant corporation was subject to suit in the district 
wherein it was doing business, though it had neither committed acts 
of infringement nor had a regular and established place of business in 
said district. The court was of the opinion that if the corporate and 
patent venue sections were held to be mutually exclusive, Section 
1391(c) would either be applicable to other venue sections of the 
code ** (but not to Section 1400[b]), or it would be inapplicable to 
all other venue sections; the latter construction would render it mean- 
ingless.*° The net result would be that the phrase “except in patent 
litigation” would be added to the end of the corporate provision, which 
would require the court to act in a legislative capacity. Acting in this 
capacity is not the function of the courts.** 

It is important to compare the reasoning used by Judge Hall in the 
Farr case with the theory applied by Judge Harrison in the Gulf case. 
Judge Hall refused to accept the contention that the reviser’s notes 
controlled over the text of the code. He theorized that, since the 
predecessor of Section 1400(b) did not define the term “inhabitant” 
and under the existing code “inhabitant” has the same meaning as 
“resident,” the definition of residence set out in Section 1391(c) 
should be applied since it expressly includes a corporation’s place of 
doing business. 


40 See note 32 supra. However, certain statutes provided additional grounds 
for venue, such as, 28 U.S.C. § 109 (1940), the predecessor to the present 
patent venue section. See also the venue provision of the Clayton Act, 15 
U.S.C. § 22 (1946). 

41 Barron & Ho.rzorr, op. cit. supra note 35, at 153. 

427d. at 154. 

4392 F. Supp. 320 (S.D. Cal. 1950). 

4428 U. S. C. §§ 1393(a), 1396, 1397 et seq. (Supp. 1952) 

45 This view seems extreme since § 1391(c) has been held to be applicable to 
the Jones Act and Clayton Act. See notes 55, 56 infra. 

46 See Judge Lindley dissenting in C-O-Two Fire Equipment Co. v. Barnes, 
194 F.2d 410 (7th Cir. 1952). 











620 THE GEORGE WASHINGTON LAW REVIEW 


In Dalton v. Shakespeare," the court, following the Farr v. Gratiot 
decision, held that both venue sections must be read together. The 
court took the position that “the difficulties arise not out of the words 
of the statute used, but out of the strained efforts to make them read 
otherwise than they do.” The court further stated that Section 
1400(b) would be more workable if the definition of “residence” in 
Section 1391(c) was applied to the term “resides” of Section 1400(b), 
since an opposite result would place the court in the undesirable posi- 
tion of finding various meanings for the term residence, which had 
been clearly defined in the corporate venue section. The court further 
concluded that Congress intended to broaden venue with respect to 
corporations without any restrictive limitation upon the particular 
type of action involved. 

Professor Moore, a member of the Revision Staff, has stated that 
the Judicial Code of 1948 changed the rule relative to a defendant 
corporation with reference to venue. In commenting upon Section 
1391(c), he stated that: 


This is a provision of general applicability to a corporate de- 


fendant, whether the case be governed . . . by a special venue 
provision . . . such as § 1400(b) governing a patent infringe- 
ment action, . . .*® 


It appears that Professor Moore makes a distinction between situ- 
ations where the defendant is a corporation and where the defendant is 
an individual, partnership, or association. The Stonite rule would 
apply in the latter situation, but not in the former.*® The courts which 
subscribe to the theory that the relevant venue sections are incom- 
patible dispose of this contention on the ground that the reviser’s 
notes to Section 1400(b) state that the words “whether a person, 
partnership, or corporation” were omitted as surplusage.*° 

It was argued by the intervenor in the C-O-Two case that the perti- 
nent venue sections were clear and unambiguous in their text and, 
consequently, recourse to legislative history to derive any congres- 


47196 F.2d 469 (Sth Cir. 1952). The court stated: “If Congress had in- 
tended the definition of Section 1391(c) to be limited to certain types of actions 
Congress would, we think, have plainly said so. If, on the contrary, Congress 
had intended to provide that corporations are, for venue purposes, residents of 
those districts in which they are doing business, regardless of the particular 
wrong with which the corporation may be charged, it, by using the word ‘resi- 
dence’ in Section 1391(c) and ‘resides’ in Section 1400(b), certainly took the 
right course to do so.” Id. at 472. 

48 MoorE’s COMMENTARY ON THE U.S. Jupictat Cong 194 (1949). 

493 Moore’s FepERAL Practice 2140 n. 94 (2d ed. 1948): “We do not 


overlook the ruling . . . in the Stonite Products Co. case, ... This same rule 
will continue, subject to the . . . statutory definition of a corporate resi- 
dency... .” 


50 H.R. Rep. No. 308, supra note 29, at A130, A131. 
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sional intent as to interpretation or construction should not be per- 
mitted. The intervenor placed great reliance on Ex parte Collett ™ 
wherein the Supreme Court stated “that there is no need to refer 
to the legislative history where the statutory language is clear.” 
However, the court in the C-O-Two case, while acceding that the 
text of Section 1391(c) was clear and without ambiguity, concluded 
that the Collett case was inapplicable or at least not controlling, on 
the ground that the provisions before the Supreme Court in the Collett 
case were not inconsistent with each other. If the theory expounded 
by Professor Moore is followed, it appears that the intervenor’s con- 
tention would be entirely sound. But if the view of the C-O-Two 
case, that Section 1400(b) is either completely or partially emascu- 
lated by Section 1391(c), is followed, then there is substantial basis 
for saying that the respective venue sections are inconsistent and 
therefore ambiguous. 


III 
CONCLUSIONS 


It is submitted that in the light of existing legislation the Dalton 
and Farr cases, holding Section 1391(c) applicable to Section 
1400(b), represent the better view and should establish precedent 
for future decisions. The import of these decisions gives greater 
effect to the practical considerations which should be applied to 
corporations. When Congress enacted the corporate venue provision, 
it recognized the practical necessity of eliminating a rule which re- 
stricted venue to the district of incorporation on the theory that mod- 
ern day corporations carry on business activities in many districts 
throughout the country.®? The cases which have established the posi- 
tion to the contrary not only lack this practical approach to the prob- 
lem, but they have also, in effect, narrowed the scope of venue in 
suits involving corporate defendants, contrary to congressional intent. 
The latter decisions are founded on legislative intent which may have 
been applicable in 1897, the year of the original venue statue, but 
which is no longer applicable today. The reviser’s notes, which 
purport to represent the legislative intent behind Title 28 of the Code, 
present a weak foundation because the notes are silent as to the rela- 
tion between Section 1391(c) and Section 1400(b). This manifests 
a failure to recognize the problem. Furthermore, at least two mem- 
bers of the reviser’s staff have set forth their interpretations of the 


51 337 U.S. 55, 61 (1949). 
52 See notes 41, 42 supra. 
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intent of Congress with respect to the respective venue sections.** It 
is a fair presumption to conclude that the notes are simply incomplete 
and are not to be relied upon for the answer to this problem. 

Since Congress has failed in its attempt to revise and codify the 
law satisfactorily,** it should be obligatory upon our legislators to 
redraft legislation which would resolve the existing conflict. Since 
the actual legislative intent behind the present patent venue section 
receives its force from the Act of 1897, Congress should particularly 
consider whether the reasons that led to the adoption of that Act 
have the same vitality today. The general corporate venue provision 
has been held to be applicable to the special venue provisions of the 
Jones Act ** and the Clayton Act,®* and will undoubtedly be held 
applicable to venue provisions of other statutes. 

The following example is illustrative of the type of problem that 
Congress should consider: A, incorporated under the laws of Cali- 
fornia, has a regular and established place of business in New York, 
but commits acts of infringement in Georgia against B, a corporate 
resident of New York. If Section 1400(b) is followed, B could only 
maintain a suit against A in California. What are the reasons which 
require B to bring suit in California rather than in New York where 
A has a place of business? What reasons require Section 1400(b) 
to be placed on a different plane from venue provisions in other phases 
of the law? Certainly such factors as transporting records, witnesses, 
and the like would equally inconvenience both A and B regardless of 
the particular statute involved. Perhaps, in cases where the infring- 
ing process or machine is not readily accessible,*’ but is necessary 
for observation by the court, a situation would be presented which 
would differ from the usual situation occurring under the Jones or 
Clayton Acts. However, this infrequent situation would not in itself 
warrant the necessity of a special venue section. Furthermore, if 
Section 1400(b) is followed, a suit could only be maintained in Cali- 





53 See notes 41, 42, 48 supra 

54See 21 U.S.L. Weex 3115 (1952), where Justice Frankfurter said with 
respect to the Code of 1948, while hearing arguments on the C-O-Two and Gulf 
a, ri “It is about as sloppy a piece of codification as any instance I 

now o 

55 46 U.S.C. § 688 (1946). See Phillips v. Pope & Talbot, Inc., 102 F. Supp. 
51 (SDNY 1952) ; Mincy v. Detroit & Cleveland Navigation Co., 94 F. Supp. 
456 oe — Bagner v. Blidberg Rothchild Co., 84 F. Supp. 973 
(E.D. Pa. 1949 

5615 U.S.C. y 22 (1946). See Bertha Bldg. Corp. v. National Theaters 
Corp., 103 F. Supp. 712 (E.D.N.Y. 1952); Lipp v. National Screen Service 
Corp., 95 F. Supp. 66 (E.D. Pa. 1950). 

87 In Nachtman v. Jones & Laughlin Steel Corp., 90 F. Supp. 739 (D.D.C. 
1950), the court felt that there was a necessity for examining the defendant’s 
apparatus which was in the judicial district of western Pennsylvania. Pre- 
sumably the court in the latter district would be better able to inspect the ap- 
paratus, and justice would be served. 
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fornia even though A, instead of having a regular and established 
place of business, was doing business in New York and committed an 
act of infringement therein. This position seems to be highly ques- 
tionable since it is based on a technical distinction which has pre- 
viously met with criticism.°* It may be argued that the illustrative 
example provides a unique situation since B could just as well be a 
resident of California, or A could commit the acts of infringement in 
New York at the site of his regular and established place of business. 
But this argument fails in one important respect: it does not furnish 
the reason why and under what circumstances a special venue statute 
is needed. 

It may also be argued that any abuses which may occur, or that 
the situation illustrated in the example, could be remedied by Section 
1404(a),°® and Section 1406(a).® Section 1404(a) allows a district 
court to transfer a civil action to any district where it might have 
been brought if convenience and justice require. Section 1406(a) 
permits the transfer or dismissal of a case improperly laid to any dis- 
trict where it might have been brought if justice will be best served. 
However, these sections have generally been held not to be applicable 
to plaintiffs even though Section 1404(a) specifically states that it 
permits transfer for the convenience of the parties.** In the illustra- 
tive example, if Section 1400(b) is applied, the only place where the 
suit could be transferred would be California, since California is the 
only place where the suit could have been brought. Justice and con- 
venience would be defeated even though Section 1404(a) provides 
for such transfer. Thus, in many instances, the patent venue provision 
would negative the desirable effects of Sections 1404(a) and 1406(a). 
Furthermore, the intention to broaden the jurisdiction of the courts 
over corporations would undeniably be negatived. However, if the 
general venue provision is applied, many situations resulting in in- 
justices would be obviated since the provisions of Sections 1404(a) 
and 1406(a) would obviously be given greater effect. 

It is suggested by the Farr decision ** and by Professor Moore * 


58 See note 26 supra. 

5928 U.S.C. § 1404(a) (Supp. 1952). This section provides: “For the con- 
venience of parties and witnesses, in the interest of justice, a district court may 
transfer any civil action to any other district or division where it might have 
been brought.” 

60 28 U.S.C. § 1406(a) (Supp. 1952). This section provides: “The district 
court of a district in which is filed a case laying venue in the wrong division 
or district shall dismiss, or if it be in the interest of justice, transfer such case 
to any district or division in which it could have been brought.” 

61 See Foster-Milburn Co. v. Knight, 181 F.2d 949 (2d Cir. 1950); Herzog 
v. Central Steel Tube Co., 98 F. Supp. 667 (S.D. Iowa 1951). 

6292 F. Supp. 320 (S.D. Cal. 1950). 

63 MoorE, op. cit. supra note 49. 
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that Section 1400(b) would still be applicable and not emasculated 
by the general venue provision if Section 1400(b) is applied to de- 
fendants who fall in the category of individuals, partnerships, and 
associations. This appears to be a desirable course, since it would 
be in accord with the legislative intent with reference to corporations. 
But, under the cases deciding the question as one of legislative intent, 
this view has not prevailed, since the reviser’s notes state that the 
words “whether a person, partnership, or corporation” were omitted 
as surplusage. 

The four-four decision of the Supreme Court in the Gulf Research 
& Development Co. v. Leahy, and Cardox Corp. v. C-O-Two Fire 
Equipment Co. cases ** does not give the force to the rule of the 
Stonite case which was considered controlling prior to the adoption 
of the Judicial Code of 1948. It is hoped that the courts in the future 
will consider whether the Stonite decision is controlling under the 
legislation now in effect, especially in view of the recent Supreme 
Court decision. Raymonp J. Kenny. 


64 344 U.S. 861 (1952). 
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RECENT CASES 


ADMINISTRATIVE LAW—SEPARATION OF PROSECUTING AND AD- 
JUDICATING FUNCTIONS IN ALIEN DEPORTATION HEARINGS.—Ap- 
pellant alien contended that the provision in the Supplemental Appro- 
priations Act of 1951, 64 Srar. 1048 (1950), 8 U.S.C. § 155a (Supp. 
1952), which exempted deportation proceedings from the require- 
ments of §§ 5, 7, and 8 of the Administrative Procedure Act (APA), 
60 Srat. 237 (1946), as amended, 5 U.S.C. §§ 1004, 1006, 1007 
(Supp. 1952), is unconstitutional in that it eliminates the require- 
ments separating the function of the investigating, hearing, and en- 
forcement branches of an agency. Held, the exempting provision in 
the Supplemental Appropriations Act of 1951, supra, is not violative 
of constitutional due process, because aliens may be classified and 
treated in a manner different from citizens. Belizaro v. Zimmerman, 
200 F.2d 282 (3d Cir. 1952). 

The court held that it is not unconstitutional to allow the same offi- 
cer to be an investigating and a hearing official, even though such a 
procedure may be undesirable, for it is a system with which the coun- 
try lived for a long time before the changes brought about by the APA 
were adopted. However, due process of law, as guaranteed by the 
Fifth Amendment, has never been a term of fixed and invariable con- 
tent. Federal Communications Commission v. WJR, The Goodwill 
Station, 337 U.S. 265, 275 (1949). It is a process that represents a 
profound attitude of fairness between man and man, and more par- 
ticularly between an individual and the government; a process re- 
quiring the exercise of judgment by those entrusted by the Consti- 
tution with unfolding the process. Joint Anti-Fascist Refugee Com- 
mittee v. McGrath, 341 U.S. 123, 162 (1951) (concurring opinion). 
That aliens lawfully residing in the United States are entitled to the 
protection of the Fifth Amendment seems to be firmly settled. Chew 
v. Colding, 21 U.S.L. WEEK 4147 (U.S. Feb. 10, 1953). 

The Supreme Court has held that the Constitution compels that a 
deportation statute provide a hearing at least for aliens who had not 
entered clandestinely and who had been here for some time even if 
illegally. The Japanese Immigrant Case, 189 U.S. 86, 101 (1903). 

The Court has indicated that to exclude the hearings in current 
alien deportation cases from those sections of the APA might again 
bring the Immigration Act into constitutional jeopardy. Wong Yang 
Sung v. McGrath, 339 U.S. 33 (1950). In the same case the Court 
stated that when the Constitution requires a hearing, it requires a fair 
one, one which meets at Jeast currently prevailing standards of im- 
partiality. In view of the present upheavals in lands to which aliens 
may be returned, deportation hearings involve issues basic to human 
liberty and happiness, and perhaps to life itself. “Jt might be difficult 
to justify as measuring up to constitutional standards of impartiality 
a hearing tribunal for deportation proceedings the like of which has 
been condemned by Congress as unfair even where less vital matters 
of property rights are at stake.” Wong Yang Sung v. McGrath, supra, 
at 50. (Emphasis added.) 

[ 625 } 
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The court in the principal case relied upon Barber v. Yanish, 196 
F.2d 53 (9th Cir. 1952), cert. denied, 344 U.S. 817 (1952); United 
States ex rel. Catalano v. Shaughnessy, 197 F.2d 65 (2d Cir. 1952) ; 
Harisiades v. Shaughnessy, 342 U.S. 580, 583 n. 4 (1952); United 
States v. Spector, 343 U.S. 169, 178 n. 6 (1952), to show that the 
Act exempting deportation proceedings from the APA is constitu- 
tional. In the Barber case the appellee aliens filed a complaint in the 
district court praying that appellant be enjoined from proceeding with 
deportation hearings except in accordance with §§ 5, 7, and 8 of the 
APA. The district court dismissed upon the ground that the APA 
did not apply. While appeal was pending the Supreme Court decided 
the Wong case, supra, holding the APA applicable to deportation 
hearings. The court of appeals remanded the cause. After remand, 
appellant moved to file an amended answer setting up facts which 
proved that the hearings had been started prior to the effective date 
of the APA and therefore the APA did not apply. (See APA, § 12, 
to the effect that no procedural requirement shall be mandatory as to 
any agency proceeding initiated prior to the effective date of APA). 
The motion was denied by the district court and a permanent injunc- 
tion was issued restraining appellant from proceeding further without 
complying with the APA. Congress passed the Act exempting de- 
portation hearings from the APA while an appeal was pending. The 
court of appeals again remanded the cause with instructions to vacate 
the injunction and to dismiss the case. The latter court held that 
there was no constitutional infirmity in the procedure as it affected 
the appellees, stating that its former decision was based upon a mere 
procedural requirement of the APA. The court stated further, that 
this procedure was a legislative, not a constitutional requirement and 
cited Ng Fung Ho v. White, 259 U.S. 276 (1922), to support its con- 
clusion. However, the Ng case, supra, at 280, merely holds that the 
fact that at the time an alien last entered this country he could not 
have been deported except by judicial proceedings presents no con- 
stitutional obstacle to his expulsion by appropriate executive proceed- 
ings at a later time. It does not decide what type of an appropriate 
executive proceeding would meet the constitutional requirements of 
due process in such proceedings. 

Since it does not appear that the constitutionality of the Act ex- 
empting deportation cases was specifically raised before the Supreme 
Court in the Yanish case, supra, the mere fact that the Court denied 
certiorari without giving reasons therefor, should not be considered 
as that Court’s final decision on the matter. Cf. Brown v. Allen, 344 
U.S. 443, 489-497 (1953) (denial of certiorari, when no reasons are 
given, imports no expression of opinion upon the merits of the case). 
It is well settled that the Court will not consider a constitutional issue 
unless it is specifically presented. Alma Motor Co. v. Timken Co., 
329 U.S. 129, 136-137 (1946); Ashwander v. Tennessee Valley 
Authority, 297 U.S. 288, 346 (1936). In the Catalano case, supra, 
the court stated that the alien was in no position to assert that, inde- 
pendently of the APA, he was denied due process since no objection 
was made at the hearing. Neither the Harisiades nor Spector cases, 
supra, can be construed to be the Court’s decision on this issue. In 
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the Harisiades case the proceedings were initiated prior to the effec- 
tive date of the APA and further, it appeared that the officer per- 
formed both the prosecuting and adjudicating functions with the 
alien’s consent. The Court held that the alien could not then raise the 
objection. Cf. United States v. Tucker Truck Lines Inc., 344 U.S. 
33 (1952), 21 Geo. Wasu. L. Rev. 370 (1953) (holding failure to 
object to improper appointment of examiner during hearing precludes 
objection later upon judicial review). In the Spector case, a dissent- 
ing opinion contains the statement that the hearing officer may act as 
the alien’s judge and prosecutor. Obviously this is not the Court’s 
opinion on this issue. 

At least eight independent studies have been made of this matter 
during the last forty years. In general, these studies have dealt with 
the separation of judicial and enforcement functions and with the cali- 
ber of the hearing officials. A dominant note in many of these in- 
quiries is their criticism of the failure to establish a clear division 
between the prosecuting and adjudicating functions of immigration 
officers. WHOM WE SHALL WELCOME, REPORT OF THE PRESI- 
DENT’S COMMISSION ON IMMIGRATION AND NATURALIZATION 155- 
158 (1953). 

Although it is not involved in the principal case, the Immigration 
and Nationality Act of 1952, 8 U.S.C.A. § 155a (Supp. 1952), re- 
peals the provision of the Supplemental Appropriations Act of 1951, 
supra, which specifically exempted deportation hearings from the 
APA. Other sections of the Act of 1952 specify that deportation hear- 
ings are to be conducted before special inquiry officers and that the 
procedure described in the statute “‘shall be the sole and exclusive 
procedure for determining” an alien’s right to remain in this country. 
8 U.S.C.A. § 1252(b) (Supp. 1952). This provision reveals an un- 
mistakable purpose to exempt deportation hearings from the proce- 
dural requirements of the APA. The regulations promulgated by the 
Immigration and Naturalization Service under the Act of 1952 have 
adopted that interpretation. Immigration and Nationality Regula- 
tions, 17 Fep. Rec. 11469 (1952). Section 242.53 of these Regula- 
tions provides inter alia that the special inquiry officers shall, except 
where an examining officer is assigned in the discretion of the district 
director, present the evidence, including the interrogation, examina- 
tion, and cross-examination of the respondent to the extent necessary 
and if it appears during the hearing that the respondent may be de- 
portable on grounds other than or in addition to those stated in the 
warrant of arrest, he may lodge additional charges against the re- 
spondent and shall develop evidence upon such charges in like man- 
ner as on charges specified in the warrant of arrest. The foregoing 
regulations permit the special inquiry officer to be the accuser by 
lodging additional charges, the prosecutor, and the judge at the same 
time. Thus, there is still the problem of whether such a hearing as 
provided by the new Immigration Law is to be held to meet current 
constitutional standards of impartiality in deportation proceedings. 

It appears that the Supreme Court in the Wong case, supra, estab- 
lished a constitutional requirement that deportation hearings be 
conducted in a proceeding where the prosecuting and adjudicating 
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functions are separated, in addition to holding the APA applicable to 
such hearings. An impartial hearing, conducted by an impartial and 
unbiased hearing officer, is psychologically improbable, if not impos- 
sible, when the hearing officer is charged with responsibility of ad- 
judicating the case and at the same time and in the same case is 
charged with the responsibility of making the evidence as strong as 
possible. The fair hearing guaranteed by the Constitution is not pos- 
sible where there is a consolidation of the prosecuting and adjudi- 
cating functions in one person. 

It is submitted that a deportation hearing, in order to meet the 
current constitutional standards of impartiality so as to constitute 
due process of law as guaranteed by the Fifth Amendment, must pro- 
vide for the separation of the prosecuting and adjudicating functions 
of the hearing officer. Otherwise, the statute is constitutionally vul- 
nerable if the objection to such procedure is properly made during 
the hearing proceeding. Wong Yang Sung v. McGrath, supra; 
Harisiades v. Shaughnessy, supra; and United States ex rel. Cata- 
lano v. Shaughnessy, supra. C. R. M. 


ARMY AND NAvy—FEDERAL LIABILITY FOR Torts oF DISTRICT 
or CoLuMBIA NATIONAL GUARDSMAN.—Plaintiffs sued the United 
States and the District of Columbia for personal injuries and prop- 
erty damage suffered when the automobile of one plaintiff, in which 
the other plaintiffs were passengers, collided with a U. S. Army 
tractor which had been loaned to and was operated by an enlisted 
member of the National Guard of the District of Columbia. Defend- 
ant United States moved for a summary judgment contending that 
the National Guard of the District of Columbia had not been called 
or ordered into active federal military service and therefore the United 
States was not liable under the Federal Tort Claims Act, 28 U.S.C. 
§ 2671 (Supp. 1952). Held, motion granted; the guardsman was not 
an employee of the United States under the Federal Tort Claims Act, 
supra. O’Toole v. United States, 106 F. Supp. 804 (D. Del. 1952). 

The court reasoned that the National Guard of the District of Co- 
lumbia, (NGDC) was not in “active federal service” (a point con- 
ceded by both sides); and that members of the National Guard of 
the United States (NGUS) are not employees of the United States 
except when so ordered or called under law under §4(a) of the 
National Defense Act, 39 Strat. 197 (1916), as amended, 32 U.S.C. 
§§ 1 et seg. (Supp. 1952), reenacted without material change in the 
Armed Forces Reserve Act of 1952, 32 U.S.C.A. §§ 901 et seg. (Supp. 
1952). Therefore, the tractor driver was not an employee of the 
United States and the United States is not liable under the Federal 
Tort Claims Act, supra. 

The wording of the militia clause of the Constitution has caused 
difficulty in the development of militia legislation which would fulfill 
practical requirements. See Wiener, Militia Clause of the Consti- 
tution, 54 Harv. L. Rev. 181 (1940). At the time of the accident in 
the instant case, a national guardsman had a dual status—one as a 
guardsman of one of the States, Territories, or the District of Co- 
lumbia, organized under the militia clause of the Constitution, U. S. 
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Const. Art. I, § 8, cl. 16, and the other as a reservist in the NGUS, 
organized under the army clause, U. S. Const. Art I, §8, cl. 12. 
National Defense Act, supra, § 4(b). 

Where the negligence of a state guardsman is concerned, federal 
liability depends upon the technical question of whether he has been 
ordered or called into “actual federal service.” Williams v. United 
States, 189 F.2d 607 (10th Cir. 1951); Glasgow v. United States, 
95 F. Supp. 213 (N.D. Ala. 1951). However, the crux of the prob- 
lem in the principal case is to determine the status of the NGDC in 
relation to the federal government. 

The Federal Tort Claims Act provides that the United States shall 
be liable in respect to certain tort claims in the same manner and to 
the same extent as a private individual. 28 U.S.C. § 2674 (Supp. 
1952). The district courts are given exclusive jurisdiction of civil 
actions under the Act for the negligence of any employee of the Gov- 
ernment while acting within the scope of his office or employment, 
28 U.S.C. § 1346(b) (Supp. 1952), and the term “employee of the 
government” includes officers or employees of any federal agency. 
28 U.S.C. § 2671 (Supp. 1952). The latter term includes the execu- 
tive departments of the United States. Jbid. 

Whether the tractor driver was an “employee of the government” 
should depend upon the nature of the government of the District of 
Columbia and the legislation under which the NGDC exists and func- 
tions. Traditionally, the States and Territories have had the power to 
raise and maintain militia, and the status of the government of the 
District of Columbia has been compared to both. Metropolitan R. R. 
v. District of Columbia, 132 U.S. 1, 9 (1889) (a qualified state) ; 
Eckloff v. District of Columbia, 135 U.S. 240, 241 (1890) (a terri- 
torial government). It has been suggested that the District of Co- 
lumbia is an exceptional community, and that any attempt to apply 
automatically the principles which relate to another type of political 
subdivision is unrealistic. See Note, 21 Geo. Wasn. L. Rev. 337, 353 
(1953). It is submitted that the District of Columbia is truly sui 
generis, and that the status of the NGDC should be determined solely 
in the light of character of the legislation creating it. See Barnes v. 
District of Columbia, 91 U.S. 540, 545 (1875). 

The NGDC, as it is now known, was established by Congress as 
the organized militia of the District of Columbia by the Act of 1889, 
25 Strat. 772, as amended without material change, 35 Srat. 629 
(1909), D. C. Cope § 39-101 (1951). Throughout the history of the 
NGDC, it has been administered by the executive branch of the 
United States, not by the commissioners of the District of Columbia 
or some other municipal officer. The president is the commander-in- 
chief. 25 Srat. 773 (1889). Only recently he delegated certain super- 
vision and control over the NGDC to the Secretary of Defense. Exec. 
Orver No. 10030, 3 Copr Frep. Recs. 68 (Supp. 1949). In contrast 
to state national guards, the president has the power to appoint and 
remove the commanding general of the NGDC, 25 Star. 773 (1889), 
and he also commissions all officers on the recommendation of the 
commanding general. 35 Star. 630 (1909). The oath of enlistment 
contains an oath of allegiance to the United States and a promise of 
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obedience to all orders of the president and ollicers duly appointed. 
49 Srat. 391 (1935). No additional oath is made to the municipal 
corporation or to its officers. Even in cases of riot or tumult, the 
commissioners of the District of Columbia (or a United States mar- 
shall) can only request the commander-in-chief to aid them in sup- 
pressing the violence, and the commander-in-chief may order out so 
much of the force as he deems necessary. D. C. Cong § 39-603 (1951). 
Such is the overwhelming evidence of the creation, control, and direc- 
tion of the United States over the NGDC. 

As between the NGDC and the Government there is no interven- 
ing sovereignty such as is found in the usual national guard establish- 
ment in the states. Hurley v. United States, 47 F.2d 431 (D.C. Cir. 
1931). It was this important distinction that the court in the instant 
case may have ignored in considering the Glasgow case, supra, where 
the United States was held not liable for the negligence of a state 
guardsman. In that case the state was the sovereign directing the acts 
ot its guardsman, not the United States. Accord, Williams v. United 
States, supra. In the instant case, there is no intervening sovereignty 
even though the guardsman is acting, not as NGUS, but as NGDC. 
This further emphasizes the unique character of this species of mi- 
litia. See WinTHROP, Mitirary LAw AND PRECEDENTS 55 n. 67 (2d 
ed. 1920). 

In 1910, a commission created by Congress to provide plans and 
estimates for an armory for the NGDC observed that the NGDC was 
a federal organization exclusively under the control of the War De- 
partment. H.R. Doc. No. 860, 61st Cong., 2d Sess. 2 (1910). Three 
months before the passage of the Federal Tort Claims Act another 
committee of Congress reported the almost identical finding in its re- 
port concerning the establishment of an armory board. H. R. Rep. 
No. 1584, 80th Cong., 2d Sess. 2 (1948); accord, Hearings before 
Subcommittee on Appropriations of the House of Representatives, 
8lst Cong., Ist Sess. 441 (1951). 

It is submitted that the tests of whether the tractor driver was an 
employee of the United States in this case are the fundamental ele- 
ments of control and direction. Singer Manufacturing Co. v. Rahn, 
132 U.S. 518 (1889) ; United States v. Wholesale O1l Co. Inc., 154 
F.2d 745 (10th Cir. 1946); Jones v. Goodson, 121 F.2d 176 (10th 
Cir. 1941). The function of the NGDC is a federal one. Where the 
president is commander-in-chief and the members of the guard are 
under his or his representatives’ immediate direction and control, the 
result in fact is an employment by the United States. Cf. Alabama 
Great Southern R.R. v. United States, 49 Ct. Cl. 522 (1914). When 
the Federal Government maintains a complete measure of direction 
and control over the method and means of performing the service re- 
quired of a guardsman, there is every element necessary to constitute 
an employer-employee relationship. United States v. Holly, 192 F.2d 
221 (10th Cir. 1951) (where only a limited measure of direction and 
control existed). The relationship between the guardsman and the 
United States was distinctly federal in character, and the Government 
should be amenable under the Federal Tort Claims Act. R.C. L. 
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FEDERAL CouRTS—GOVERNMENT’S RicutT TO APPEAL IN CRIMI- 
NAL CasES.—The accused was indicted on four counts of narcotics 
violations. Counts 1 and 2 concerned an alleged sale of narcotics by 
the accused to an informer. Counts 3 and 4 were based on a subse- 
quent meeting between the accused and the same informer. At this 
meeting a policeman, without a search warrant, seized narcotics hid- 
den in a taxi which had been driven by the accused. After indictment 
and before trial the accused moved to suppress the seized evidence on 
the ground that the search and seizure was illegal. The district court 
granted the motion to suppress. Since this left no substantial evidence 
in support of counts 3 and 4, the government moved to dismiss the 
counts. After the motion was granted, the government appealed, 
under 28 U.S.C. § 1291 (Supp. 1952) and D.C. Code § 23-105 
(1951), from the order suppressing the evidence. Meanwhile, the 
accused was acquitted on counts 1 and 2. The government has ex- 
pressed the intention to reindict the accused and try him on counts 3 
and 4, if the order is reversed. Held, reversed; the order suppressing 
the evidence has the finality that 28 U.S.C. § 1291 (Supp. 1952) re- 
quires for appeal. United States v. Cefarratti, 202 F.2d 13 (D.C. 
Cir. 1952). 

Although there has been criticism of the final judgment as a basis 
for appeal, it is an historic concept adhered to by the American 
courts. The mere fact that one party may thus be prejudiced due to 
delay of review or, in certain civil and criminal cases, have no review 
at all, has not been considered to be valid grounds for an appeal of an 
interlocutory order. See Crick, The Final Judgment as a Basis for 
Appeal, 41 Yate L.J. 539 (1932). As Mr. Justice Frankfurter ex- 
plained, “Since the right to judgment from more than one court is a 
matter of grace and not a necessary ingredient of justice, Congress 
from the very beginning has by forbidding piecemeal disposition on 
appeal of what for practical purposes is a single controversy, set itself 
against enfeebling judicial administration.” Cobbledick v. United 
States, 309 U.S. 323, 325 (1940). 

The Government’s right to appeal in a criminal case is strictly lim- 
ited to express provisions made by statute, since at common law the 
government had no right of appeal. United States v. Sanges, 144 U.S. 
310 (1892) ; United States v. Janitz, 161 F.2d 19 (3d Cir. 1947); 
United States v. Rosenwasser, 145 F.2d 1015 (9th Cir. 1944). With 
the exception of an appeal to the Court of Appeals for the District of 
Columbia, express statutory right of appeal by the United States in 
a criminal case can be found only in § 3731 of the Criminal Appeals 
Act, 18 U.S.C. § 3731 (Supp. 1952). This section clearly would not 
apply to the instant case since it is not a decision or judgment setting 
aside or dismissing an indictment or information, or arresting a judg- 
ment of conviction. It has been held that the United States cannot 
appeal except in the specific cases set forth therein. United States v. 
Bondy, 171 F.2d 642 (2d Cir. 1948) ; United States v. Janitz, supra. 
The Judicial Code limits the jurisdiction of courts of appeal to ap- 
peals from final decisions of the district courts. It does not provide 
for criminal appeals expressly. Certain interlocutory decisions, not 
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relevant to this appeal, are appealable. 28 U.S.C. $1292 (Supp. 
1952). In addition, in the District of Columbia the United States is 
allowed the same right of appeal as the defendant except that a verdict 
in a of the defendant shall not be set aside. D.C. Cope § 23-105 
(1951). 

The court, in the principal case, at p. 16, held the order suppress- 
ing the evidence appealable since “(1) it has ‘a final and irreparable 
effect on the rights of the parties,’ being ‘a final disposition of a 
claimed right’; (2) it is ‘too important to be denied review’; and 
(3) the claimed right ‘is not an ingredient of the cause of action and 
does not require consideration with it.’” The decision is rested on 
three cases. Cohen v. Beneficial Loan Corp., 337 U.S. 541 (1949) ; 
Swift and Co. v. Colombiana Caribe, 339 U.S. 684 (1950); and 
Stack v. Boyle, 342 U.S. 1 (1951). 

In the Cohen case, a stockholder derivative action, a denial of the 
defendant’s motion to require the plaintiff to put up security for the 
reasonable costs of the action was held appealable. In the Sw#ft and 
Co. case, a libel in personam, the order of the district court vacating 
an attachment against a ship alleged to belong to the defendants was 
held appealable. In the Stack case a motion of the district court deny- 
ing readjustment of bail in a criminal proceeding was held appealable 
since it was a final decision of the court. The subject matter of the 
appeal in each of the three cases was unrelated to a decision on the 
merits and was a matter independent of the main action. An order 
suppressing evidence after indictment and before trial, as in the in- 
stant case, is not independent of the criminal proceeding against the 
accused. Cogen v. United States, 278 U.S. 221 (1929). 

There has never been any question but that an order granting or 
denying a motion to suppress evidence made before the indictment is 
final and therefore appealable. Burdeau v. McDowell, 256 U.S. 465 
(1921); Perlman v. United States, 247 U.S. 7 (1918). In Cogen v. 
United States, supra, the court held an order denying a motion for 
the suppression of evidence filed after indictment but before trial not 
appealable. The significant factor was that the order entered on a 
motion, made after indictment but before trial, which had as its main 
purpose the suppression of evidence, was interlocutory in nature be- 
cause it was entered during the criminal proceeding but did not con- 
clude it. 

An indictment handed down while a motion to suppress evidence 
is before the court does not prevent the order from being appealed. 
The time of the beginning of the proceeding for the suppression of 
evidence determines its appealability. United States v. Poller, 43 
F.2d 911 (2d Cir. 1930); In re Sana Laboratories, Inc., 115 F.2d 
717 (3d Cir. 1940). The Government argues that since the indict- 
ment was dismissed before the appeal was taken the instant case is 
similar to one in which no indictment has ever been handed down. 
[Brief for Appellant, p. 16.] In light of the above decisions which 
point out that the time of the appeal is the determining factor, this 
argument seems to lack force. 

An order suppressing evidence, seized in violation of the Fourth 
Amendment, made after the indictment and before trial is no more 
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appealable than any other order excluding testimony at the trial. 
United States v. One Plymouth Sedan Automobile, 167 F.2d 3 (7th 
Cir. 1948); United States v. Janitz, supra; United States v. Mat- 
tingly, 285 Fed. 922 (D.C. Cir. 1922) ; United States v. Marquette, 
270 Fed. 214 (9th Cir. 1921). 

The court in the instant case seems to rely heavily upon § 23-105 
of the D.C. Cope (1951) to support the jurisdiction of this appeal. 
It was interpreted to mean that the United States may appeal from 
any final decision, not necessarily restricted by the specific grounds in 
§ 3731 of the Criminal Appeals Act, supra. Therefore, it appears 
that the court’s construction does not change the basic issue as to the 
a of finality of the order under 28 U.S.C. § 1291 (Supp. 
1952). 

Chief Judge Stephens dissenting in the principal case, at p. 17 
concluded, “I think the appeal cannot be taken under 28 U.S.C. § 1291 
(1951) because the motion to suppress was made and the order deny- 
ing it was entered, after return of the indictment. The proceeding 
initiated by the motion was therefore not an independent proceeding 
but one a part of the criminal proceeding itself; and the order was 
therefore not final, but interlocutory.” 

It would appear that the dissent has taken the sounder approach. 
The majority of the court seemed to accept the argument of the Gov- 
ernment that the dismissal of counts 3 and 4 at the Government’s re- 
quest placed the Government in a more favorable position than if the 
trial were still scheduled. It is submitted that this is an undesirable 
practice. It allows the prosecution to delay the proceeding when con- 
fronted with an adverse ruling in order to obtain another ruling on 
this point from a higher court, merely because part of its evidence is 
inadmissible in the trial court. The constitutional rights that must 
be protected first and foremost in a criminal prosecution are those of 
the accused and not those of the government. Not the least of these 
rights is the right to a trial without undue delays. U.S. Const. 
AMEND. VI; Shepherd v. United States, 163 F.2d 974 (8th Cir. 
1947). R. M. L. 


FEDERAL INcomME Tax—CapitTaL AssETS—SALE OF PATENTS.— 
Petitioner was a graduate engineer hired to improve his employer’s 
products and manufacturing processes. He had planned at one time 
to enter business for himself, but was persuaded to remain with the 
company under an agreement whereby he was to assign all rights to 
inventions pertaining to his employer’s products or processes in con- 
sideration for a salary. His employer was given an option to acquire 
all petitioner’s other inventions at a stated royalty. Under this con- 
tract the petitioner assigned 62 patents to his employer, a manufac- 
turer of industrial pumps. His only other inventions, embodied in 
four patents, three of which were on pressure gauges of the type used 
on industrial pumps and the other on a weight indicating device, were 
also assigned to his employer, the agreed royalties being reserved. 
Petitioner’s income from the royalties for the tax year in question 
exceeded his salary. The commissioner determined that the royal- 
ties were taxable as ordinary income and assessed a deficiency in 
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income tax for the year 1948. The petitioner appealed to the Tax 

Court. Held, reversing the Commissioner, that the four patents were 

capital assets and the royalties paid to the petitioner were taxable as 

gains. Allen v. Commissioner, P-H 1952 TC Mem. Dec. f 52, 
23. 

The issue is whether or not the patents sold under the royalty 
agreement should have been regarded as capital assets for tax pur- 
poses. Int. Rev. Cope §117(a)(1) defines capital assets as prop- 
erty, business or otherwise, held by the taxpayer but not property 
held “primarily for sale to customers in the ordinary course of . . . 
trade or business.” 

When an inventor receives income from his patented inventions, 
courts in the first instance determine whether or not the patents were 
actually sold. Thus, a mere license does not constitute a sale, but it 
is well settled that if all control over the exercise of rights derived 
from the patents is assigned, reserving only royalties, the transfer 
amounts to a sale. Kenyon v. Automotive Instrument Co., 160 F.2d 
878 (3d Cir. 1948). On the issue of capital assets, however, two 
lines of cases have developed. For the most part it is not difficult to 
distinguish any given decision from those in the opposite category, 
but in the instant case where the facts were close, clear cut rules 
from existing case law are not apparent. 

In applying the statutory definition, courts on the one hand, begin- 
ning with Avery v. Commissioner, 47 B.T.A. 538 (1942), have held 
that a patent sold by an inventor is not a capital asset. In that case, 
the taxpayer was granted 12 patents over a period of 17 years. His 
hobby of inventing led him to be employed in a technical consulting 
capacity by a manufacturer of calculating machines. During this em- 
ployment he sold three patents on aeronautical instruments to other 
concerns, and sold to his employer two patents for which he had ap- 
plied prior to employment. Installments received from the latter 
sale were in issue. The court held that these payments were taxable 
as ordinary income because the taxpayer’s clear intent was to sell 
all his inventions to anyone willing to buy them, even though the 
“business” was only a part-time venture. 

Following the Avery case, Harvey v. Commissioner, 171 F.2d 
952 (9th Cir. 1949), held that patents were not capital assets where 
they were in a field related to the taxpayer’s “main business” of spe- 
cial machine manufacturing and the cost of their development had 
been deducted as business expenses. In a case involving copyrights, 
Goldsmith v. Commissioner, 143 F.2d 466 (2d Cir. 1944), Judge 
Learned Hand approved the Avery doctrine. 

Cases in the second category, distinguishing the Avery case, have 
been decidedly more numerous. For example, in Hofferbert v. 
Briggs, 178 F.2d 743 (4th Cir. 1949), the court, relying on the lead- 
ing case of Myers v. Commissioner, 6 T.C. 258 (1946), held that 
patents assigned to an employer for royalties were capital assets. 
See also Dreymann v. Commissioner, 11 T.C. 153 (1948). These 
decisions, however, may be distinguished from the instant case on 
their particular facts. 

The petitioner especially relied on Kelly v. Commissioner, P-H 
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1947 T.C. Mem. Dec. | 47,252 (1947). In that case the taxpayer 
was not originally employed in a technical capacity. He voluntarily 
assigned one patent to his employer in 1913, for which he received a 
bonus of $500. Subsequently, he conceived the idea of a new and 
highly efficient printing press and submitted it to his employer. A 
contract was made whereby the employer bought the invention and 
hired Kelly to assist in its development. Kelly agreed to assign to 
his employer all future rights to inventions related to the press. In 
1935, after retiring, Kelly was still receiving installments and royal- 
ties in payment for his invention and improvements thereon. The 
court held that these payments were capital gains, reversing the 
Commissioner’s decision that they were salary or, in the alternative, 
ordinary gains from property held for sale to customers. 

Considering this case law background the court in the instant case 
concluded that the taxpayer was not in the business of conceiving 
and selling patentable ideas nor were the inventions held primarily 
for sale to customers in the ordinary course of trade or business. 
Further, the inventions were not used in the petitioner’s trade or busi- 
ness. He was not engaged in business for himself but was an em- 
ployee. 

This rationale, however, is open to objection. It cannot be denied 
that the taxpayer, Allen, made his livelihood by inventing. Irrespec- 
tive of the categories provided by his contract, upon examination of 
the four patents in issue it is clear that their subject matter is closely 
related to the inventor’s “chief” employment—improving his em- 
ployer’s products and methods of manufacturing. Harvey v. Com- 
missioner, supra. Further, it should be pointed out that the Court 
deemed it significant that Allen assigned 62 patents directly to the 
company during the period the four in question were “sold.” It 
is equally significant that the royalties from these four patents ex- 
ceeded his salary for the year 1948. The fact that the petitioner spe- 
cifically contracted in advance for payment for inventions not in his 
employer’s line of business also confirms a conclusion that the four 
patents were not the product of a mere avocation. 

Establishing the close relationship between the petitioner’s profes- 
sional activities and the four patents, however, does not necessarily 
exclude these patents from the definition of capital assets in the In- 
ternal Revenue Code. In addition, they must have been held for sale. 
In construing this phrase of the statute the legislative history of 
the words “to customers in the ordinary course” should be examined. 
These words were added to the definition in 1934 on recommendation 
of the Senate Finance Committee, H. R. Rep. No. 1385, 73d Cong., 
2d Sess. Amend. ¢6 (1934). The amendment broadens the scope of 
capital assets, but its purpose was to prevent stock speculators trad- 
ing on their own account from reporting their set-backs as ordinary 
losses. Applying, then, this mandate of the Act, it can be reasonably 
inferred from the petitioner’s plan to go into business for himself, 
that he would have sold any patents his employer did not choose to 
purchase. Even without speculation, his position is analogous to a 
manufacturer who is bound by an output contract. Further, it is sub- 
mitted that the taxpayer had only two alternatives with respect to 
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the four patents on which royalties were received. He was either in 
the business of inventing and selling or was an employee. Therefore, 
as an employee, payment received in any form for the work he was 
specifically employed to perform or work, although incidental thereto, 
in a closely related field, should likewise be considered ordinary in- 
come. 

It is submitted, therefore, that the decision in the instant case 
may be a logical extension of the apparent trend in decided cases but 
that the result is not desirable and probably is contrary to Congres- 
sional intent. 

A clear declaration of Congressional intent nullifying the effect of 
this case would not adversely affect either the hobbyist or the tech- 
nical employee who assigns to his employer patents which are sub- 
stantially unrelated to his employment. Other distinguishable fact 
situations should include those where one is engaged in research and 
as a rule publishes his findings, but who on an isolated occasion se- 
cures and sells patent rights. Cf. Barlow v. Commissioner, P-H 
1943 T.C. Mem. Dec. {| 43,237 (1943). In determining taxable in- 
come from the sale of patents the concept of capital assets should in- 
clude its usual accounting definition and be extended only to encour- 
age the true amateur entrepreneur. c Vv. E, Je. 


FEDERAL PROCEDURE— CERTIORARI TO REVIEW DISCRETION OF 
TriaL Court.—Plaintiff organizations invoked the jurisdiction of the 
Supreme Court pursuant to 28 U.S.C. § 1254(1) (Supp. 1952), pray- 
ing that a writ of certiorari issue to review their cases pending in the 


court of appeals prior to judgment in the latter court. Petitioners 
alleged two questions were presented for decision: (1) Whether 
designation by the Attorney General of the petitioning organizations 
as “subversive” for the purposes of Exec. Order No. 9835, 3 Cope 
Fep. Recs. 129 (Cum. Supp. 1947), without notice and hearing, vio- 
lates the First and Fifth Amendments; and (2) whether there was an 
abuse of discretion in denying plaintiffs’ motion for preliminary in- 
junction where on admitted facts plaintiffs were entitled to relief as a 
matter of law, and whether the trial court abused its discretion by 
refusing to pass upon an issue of law posed by undisputed facts. 
Held, certiorari denied (petitioners’ motion to substitute Attorney 
General Brownell as respondent granted). Joint Anti-Fascist Refugee 
Committee v. McGranery, 21 U.S.L. Week 3237 (U.S. Mar. 10, 
1953). 

In November, 1947, the Attorney General placed the petitioning 
organizations on a “subversive” list purportedly made pursuant to 
Exec. Order No. 9835, supra. In September, 1948, this list was re- 
vised and the petitioners were designated as “communist” organiza- 
tions. Petitioners filed actions in February and June, 1948, seeking 
declaratory and injunctive relief against the action of the respondents. 
Petitioners alleged in their respective complaints either that they were 
engaged in charitable activities or in the business of fraternal insur- 
ance. Respondents filed no answers to the complaints, but instead 
filed motions to dismiss for failure to state a claim upon which relief 
can be granted. The district court dismissed the complaints and the 
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court of appeals affirmed. On certiorari the Supreme Court stated that 
the issue was whether, upon the facts alleged in the complaints and 
admitted by the motions to dismiss, the Attorney General had author- 
ity to so designate the petitioners as “communist.” Exec. Order No. 
9835, supra, provides that the Attorney General shall furnish the 
Loyalty Review Board with a list of organizations he designates as 
totalitarian or subversive after appropriate investigation and deter- 
mination. The Court reversed the dismissal for failure to state a 
cause of action, and declared that the executive order requiring the 
designation to be made after an appropriate determination conferred 
no power upon the Attorney General to act arbitrarily and contrary 
to the admitted facts contained in the complaints. Joint Anti-Fascist 
Refugee Committee v. McGrath, 341 U.S. 123 (1951); see Note, 
The Government Loyalty Program Cases, 20 Gro. Wasu. L. REv. 
294 (1952). Four members of the majority of the Court also ex- 
pressed the view that the action of the Attorney General was uncon- 
stitutional because of the absence of adequate notice and hearing. 

Upon remand, respondents filed answers admitting petitioners did 
not receive any notice or hearing and averring that petitioners’ alle- 
gations as to their activities or business do not constitute a complete 
statement as to the nature, policy, and activities of the petitioners. 
As a further defense, the Attorney General asserted that the desig- 
nations of the petitioners were made after appropriate investigation 
and determination, and were based on information derived from con- 
fidential reports and investigations, the disclosure of which would be 
contrary to public policy and national security, if made by way of 
testimony through witnesses. A summary of the information upon 
which the designations were based, so far as national security per- 
mitted, was provided by affidavits. The petitioners renewed their 
motion for preliminary injunction and moved for judgment on the 
pleadings, or in the alternative, for summary judgment. The respond- 
ents moved for summary judgment based upon the pleadings and affi- 
davits. The district court denied all motions of both the petitioners 
and the respondents. Joint Anti-Fascist Refugee Committee v. Mc- 
Grath, 104 F. Supp. 567 (D.D.C. 1952). The petitioners appealed to 
the court of appeals and before hearing in the latter court, filed their 
petition and brief in the Supreme Court praying that a writ of certi- 
orari issue to bring the cases before that Court. 

In support of the questions presented to the Court, the petitioners 
asserted, (1) that the respondents’ answers admitted the denial of 
notice and hearing in the designation of petitioners and that the issue 
of whether this fact rendered the action of the Attorney General in- 
valid was ripe for adjudication; (2) that the trial court abused its 
discretion in refusing to pass upon the question whether the denial of 
notice and hearing invalidated their listing as “communist,” and rele- 
gated the petitioners to a trial which could in no way alter the ad- 
mitted facts; (3) in refusing adjudication on admitted facts, the 
court denied petitioners’ request for a preliminary injunction on the 
ground that in balancing the equities, the public interest in continuing 
the operation of the communist and subversive list outweighed the 
damage done to the petitioners; (4) that there are no issues on 
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which to go to trial as the respondents’ affidavits make it apparent 
that they do not intend to introduce admissible evidence which would 
support the listing. [Petitioners’ Brief, pp. 8-9.] Petitioners alleged 
that the issues should be reviewed by the Supreme Court prior to a 
decision by the court of appeals. [Petitioners Brief, pp. 11-12.] 

Respondents argued (1) that the cases, in their present posture, 
did not present the exceptional and extraordinary circumstances 
which would justify the granting of certiorari before consideration in 
the court of appeals; (2) that the Court has been reluctant to grant 
certiorari to determine whether the trial court abused its discretion 
in denying an interlocutory injunction; (3) that petitioners to the 
contrary, the issue at this stage of the proceedings was whether the 
trial court’s denial of the preliminary injunction was an abuse of dis- 
cretion and not whether the action of the attorney General is uncon- 
stitutional in the absence of adequate notice and hearing; (4) that 
respondents are prepared to prove at the trial of the cases that the 
information which can be disclosed fully supports the Attorney Gen- 
eral’s action; and (5) that the trial court’s refusal to pass on the con- 
stitutional issue before that court has had an opportunity to examine 
the factual basis upon which the designations as “communist” were 
made, is not an abuse of discretion. [Respondents’ Brief, pp 16-20.] 

The Court has stated that the granting of certiorari before judg- 
ment, as was requested in this case, is a power not ordinarily to be 
exercised. See The Three Friends, 166 U.S. 1, 49 (1897) ; cf. United 
States v. Montgomery Ward & Co., 324 U.S. 858 (1945). Further, 
the Court has been reluctant to grant certiorari simply to determine 
whether the trial court abused its discretion in denying an interlocu- 
tory injunction. See cases collected in ROBERTSON AND KIRKHAM, 
JURISDICTION OF THE SUPREME CouRT OF THE UNITED States 671 
n. 8 (1951). The refusal of the trial court to pass upon the consti- 
tutional issue of whether the Attorney General’s action in designat- 
ing the petitioners as “communist” without notice and hearing ren- 
dered such action unconstitutional, before it had the opportunity to 
decide the case upon the factual issues, is in accord with the estab- 
lished principles of constitutional adjudication. Cf. Alma Motor Co. 
v. Timken Co., 329 U.S. 129, 136-137 (1946). 

The fact that certiorari was denied in these cases does not dispose 
of either of the questions presented. Cf. Brown v. Allen, 344 U.S. 
443, 489-497 (1953) (denial of certiorari imports no expression of 
opinion upon the merits of the case when reasons for such denial are 
not given). The cases were initiated in 1948, and it is not difficult to 
anticipate more appeals and further delays in their future litigation 
before they are finally determined. In the meantime the Attorney 
General’s “communist” or “subversive” list, as an essential element 
of the Loyalty Program, remains intact. c. 3. &. 


GOVERNMENT ContTRACTS—CONTRACT SETTLEMENT AcT—CLAIMS 
OF SUBCONTRACTORS.—Plaintiffs National Machine Works and Inter- 
state Metal Products were subcontractors of Batavia Metal Products. 
National was also a subcontractor of plaintiff Erie Basin Metal Prod- 
ucts. The contracts sued upon were entered into between an agency 





RECENT CASES 639 


of the defendant Government and the prime contractors, there being 
no dealings between the defendant and the subcontractors. The prime 
contracts were terminated by the Government, which paid Batavia. 
The prime contractors then terminated their subcontracts. After ter- 
mination, negotiations were conducted between the parties. As a re- 
sult, agreement was reached as to the amount at which the subcon- 
tractors’ claims should be settled by the prime contractors. Subse- 
quently, Batavia became bankrupt. Erie remained solvent, but pay- 
ment to it by the Government was withheld pending investigation of 
fraud involving the war contractors. Erie Basin Metal Products, Inc. 
v. United States, 107 F. Supp. 588 (Ct. Cl. 1952). The subcontrac- 
tors sued the United States under the Contract Settlement Act of 
1944, 58 Star. 649 (1944), as amended, 41 U.S.C. §§ 101-125 (Supp. 
1952). Defendant, denying liability under the Act, moved for sum- 
mary judgment against the subcontractors. Held, motion granted. 
Erie Basin Metal Products, Inc. v. United States, 109 F. Supp. 402 
(Ct. Cl. 1953). 

In ruling on the motion, the court determined that since the Gov- 
ernment had discharged its obligation when it paid Batavia, and dis- 
puted its liability to Erie, it was not liable to the subcontractors, unless 
liability arose under the Contract Settlement Act, supra. Under 
§7(d) of the Act the Government will become liable when the con- 
tracting agency gives written notice to the prime contractor and sub- 
contractor that the agency will assume responsibility for settling the 
termination claim of the subcontractor. The subcontractors, here, 
having failed to allege and prove that written notice was given by the 
defendant, could not maintains suit under §7(d). By the terms of 
§7(b) of the Act, if the contracting agency is satisfied that a war 
contractor is unable to meet his obligation, the agency shall exercise 
control over payments to the contractor to assure receipt of the bene- 
fits by the subcontractor. But the court held that §7(b) does not 
mean that the Government is bound to pay the subcontractor when- 
ever the prime contractor becomes bankrupt. The only requirement 
is that if payments are to be made for the benefit of the subcontractor 
and it is found that the prime contractor is unable to meet his obli- 
gations, then control must be exercised. Before the responsibility of 
control arises the Government must make payment to the prime con- 
tractor or decide that payment is due and owing. If the Government 
denies any obligation to the prime contractor or disputes his claim, 
then there is no liability to the subcontractor. 

In adopting the Contract Settlement Act of 1944, supra, Congress 
was aware of the need for protecting claims of prime contractors and 
subcontractors when their contracts with the Government are ter- 
minated. One of the purposes of the Act, if not the main purpose, 
was to make it “The policy of the Government, and the responsibility 
of the contracting agency . . . to provide prime contractors and sub- 
contractors with fair compensation for the termination of their war 
contracts.” SEN. Rep. No. 836, 78th Cong., 2d Sess. 1, 3 (1944). 
The policy statement was even more emphatic where, at p. 2 of SEN. 
Rep. No. 836, supra, it was said that “the full responsibility for set- 
tling terminated war contracts [§ 3 of the Act defines “war contract” 
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as a prime contract or subcontract, and “war contractor” as a holder 
of one or more war contracts] has been placed squarely upon the 
shoulders of the contracting agency and they cannot escape that re- 
sponsibility.” 

It was provided, therefore, in § 6(a) that the contracting agencies 
shall be responsible for assuring speedy and fair compensation in ac- 
cord with the terms of the Act. Section 6(b) sets out the principles 
to be followed in determining fair compensation. Section 7 deals gen- 
erally with termination settlements made between the prime con- 
tractors and their subcontractors, providing for review by the con- 
tracting agency and for direct payments to subcontractors in certain 
instances. Then, in § 13, it is provided that where the contracting 
agency responsible for settling termination claims has not done so by 
agreement with the parties, the agency unilaterally may undertake to 
determine the amount due. Any war contractor aggrieved by the find- 
ing of the agency, however, may appeal to the Court of Claims or a 
United States district court in accordance with § 1346 of the Judicial 
Code, 28 U.S.C. § 1346 (Supp. 1952). 

In general, subcontractors, in asserting their claims, are limited to 
suits against the prime contractors. Except for provisions of the Act, 
subcontractors have no right against the Government because of lack 
of privity of contract. Kal Mach. Works, Inc. v. United States, 68 
F. Supp. 436 (Ct. Cl. 1946). But the Act has placed no limitation on 
the right of subcontractors to recover at common law on their con- 
tracts from the prime contractor. Rumsey Mfg. Corp. v. United 
States Hoffman Machinery Corp., 187 F.2d 927 (2d Cir. 1951). 
Where subcontractors have claims for damages against the Govern- 
ment, the claims have been upheld in actions brought by the prime 
contractors suing on behalf of their subcontractors. Warren Bros. 
Roads Co. v. United States, 105 F. Supp. 826 (Ct. Cl. 1952). But 
where there was no liability on the part of the prime contractor to the 
subcontractor, it has been held that the former cannot recover any 
losses which the latter might have suffered. Continental IIl. Nat. 
Bank & Trust Co. v. United States, 101 F. Supp. 755 (Ct. Cl.), cert. 
denied, 343 U.S. 963 (1952). 

The language in the legislative history and in the Act itself reflects 
a liberal attitude toward settlement of termination claims. The con- 
struction adopted by the courts, however, has resulted in strict limi- 
tations on subcontractors in asserting their claims. Kal Mach. Works, 
Inc. v. United States, supra, involved a claim by a subcontractor 
where the contract had been cancelled. The court held that the Gov- 
ernment can become liable only where the written notice required 
in § 7(d) has been issued. The plaintiff having failed to show written 
notice that the Government would assume responsibility for settling 
the termination claim of the subcontractor, the suit was dismissed. 
Cf. Precision Metal and Machine Co. v. United States, 68 F. Supp. 
437 (Ct. Cl. 1946). 

In a case where a war contract had been terminated by the Govern- 
ment, settlement funds sufficient to pay claims of the subcontractor 
were paid to the prime contractor. Before any funds were received 
by the latter the prime contractor became bankrupt. The subcon- 
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tractor sought relief under § 7(f) of the Act, supra. This subsection 
provides that direct payment may be made to a subcontractor where 
otherwise he would be deprived of any compensation. Direct settle- 
ment may be made regardless of whether payment had been made to 
another in settlement of the claim, where in equity and good con- 
science payment should be made to the subcontractor. The court held 
that because there had been no notice of assumption of responsibility 
by the Government under §7(d), the suit could not be maintained. 
There was no privity of contract. between the Government and the 
subcontractor, nor had the former consented to be sued. Aerovox 
Corp. v. United States, 89 F. Supp. 873 (D. Mass. 1950). Thus, not- 
withstanding the terms of the Act and expressions of Congressional 
intent that it is the policy of the Government and the responsibility 
of the contracting agencies to provide subcontractors with fair and 
equitable settlement, the view adopted by the court was that the re- 
sponsibility can be enforced only where the Government assumes to 
make settlement. 

The instant case is in accord with prior decisions which establish 
the rule that a subcontractor can maintain suit against the Govern- 
ment only where §7(d) has been complied with. It is true that the 
element of fraud was present in the case. But it does not appear what 
effect it had, for the court made no mention of it in disposing of the 
plaintiffs’ suits. The absence of written notice apparently was suf- 
ficient to defeat their claims. It is submitted, however, that the inter- 
pretation of the Act voiced by the Court of Claims restricts the ex- 
press purpose of the legislation. When the obligation to the prime 
contractor has been discharged or is denied, the need for protection 
of subcontractors’ claims continues until the latter receive compen- 
sation. But in situations where they cannot recover from the prime 
contractor they have been denied the right to assert their claims for 
compensation, except under § 7(d). The latter section expressly pro- 
vides for liability against the Government, while §7(b) and (f), 
though prescribing methods of settlement, do not, in express terms, 
create liability to the subcontractor. When read together with § 6(a), 
however, they may be construed as “provisions of the Act” according 
to which agencies are responsible for providing fair compensation to 
“war contractors.” Section 7(d), then, would not be read as a limi- 
tation on the right to enforce that responsibility in situations contem- 
plated in § 7(b) and (f). Cf. Helvering v. New York Trust Co., 292 
U.S. 455 (1934). Cc. 5. Meer. 


Mititaky Law—Criminat Homicipe BAsep oN SIMPLE NEGLI- 
GENCE IN THE ABSENCE OF SpEcIFIc StatuTe.—Upon trial by gen- 
eral court-martial the accused was found guilty by plea of negligent 
homicide in violation of art. 134 of the Uniform Code of Military 
Justice (UCMJ), 64 Start. 107 (1950), 50 U.S.C. §§ 551-741 (Supp. 
1952). The specification alleged that the accused unlawfully killed 
another serviceman on board a United States ship by negligently 
shooting him in the head with a pistol. No other facts of the occur- 
rence were alleged or offered in evidence. The testimony in mitiga- 
tion indicated that the accused and deceased, good friends returning 
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from recent combat in Korea, were examining each other’s pistol and 
holster in a compartment within the ship and that the accused had 
removed the ammunition clip from his pistol at the time of the acci- 
dent. Since accused was neither deliberately pointing his weapon 
toward the deceased nor attempting to fire it, the negligence seems 
to be based on the failure of the accused to discover a round of ammu- 
nition in the chamber of the weapon. A Navy board of review held 
the proceeding a nullity on the ground that negligent homicide is not 
an offense under either federal criminal law or military law. In 
accordance with UCMJ, art. 67, the Judge Advocate General of the 
Navy certified this decision to the United States Court of Military 
Appeals. Held, reversed; homicide resulting from simple negligence 
is a crime though not defined or specified in the punitive articles of 
the Code, and is properly charged under UCMJ, art. 134, since this 
general article condemns all disorders and neglects to the prejudice 
of good order and discipline in the armed forces and all conduct of a 
nature to bring discredit on the armed forces. United States v. 
Kirchner, 4 CMR 69 (1952). 

The issue in this case is whether every unlawful killing of a person 
through simple negligence is a crime under UCMJ. This involves 
the question as to whether every such accident of itself is so preju- 
dicial to good order and discipline or discreditable to the armed 
forces as to be chargeable under the general article. 

In general, to impose criminal liability for a homicide caused by 
negligence, the negligence must be of a greater degree than that re- 
quired for tort liability and is usually described as aggravated, culpa- 
ble, gross, or reckless. Perkins, The Law of Homicide, 36 J. Crim. 
L. & Crimrino.ocy 391,432-433 (1946). Negligent homicide arising 
from the operation of motor vehicles is recognized in some jurisdic- 
tions by statute. The degree of negligence specified is generally more 
than ordinary negligence, although less than culpable. Jd. at 434; 
Karaba, Negligent Homicide or Manslaughter, A Dilemma, 41 
J. Crim. L. & Crrminotocy 183 (1950). The crime is not there- 
fore distinctive to the armed forces. 

UCM] specifically provides for the crimes of murder and man- 
slaughter in arts. 118 and 119, respectively, but does not mention any 
lower degree of homicide. The general article provides for the pun- 
ishment of conduct which is prejudicial to good order and discipline ; 
or which would bring discredit on the armed forces; and for crimes 
and offenses not capital and violative of the federal criminal law 
which are not made punishable by another article of the military code. 
UCM], art. 134. As conceded by the court in the present case, the 
federal criminal code does not define any degree of homicide less than 
involuntary manslaughter. Although the UCMJ legislative history 
contains pointed reference to manslaughter and the requirement of 
culpable negligence, there is no reference to negligent homicide or 
any evidence of intention to provide for a lesser degree of criminal 
homicide than involuntary manslaughter. INDEX AND LEGISLATIVE 
History OF THE UNIFORM Cope or Mititary Justice (1951). 

The MANUAL For Courts-MartTIAL, UNITED States (1951) con- 
tains no discussion of the elements of negligent homicide, but refer- 
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ence is made to the crime in the table of maximum punishments, 
7.127(c); in app. 6, sample specification 144; and in Jf 197,198, 
and app. 12 as a lesser included offense of murder and manslaughter. 
However, since the manual only interprets the existing law, negligent 
homicide as noted therein is a crime only if it is an offense under the 
code. UCMJ, arts. 36,56. Both the wording of the general article 
and the discussion and examples of conduct punishable thereunder in 
the manual, {[ 213, indicate that it provides for offenses which are 
peculiar to military discipline. 

In writing of an earlier general article, Article of War 96, Win- 
throp stated “its evident purpose was to provide for the trial and 
punishment of any and all military offenses not expressly made pun- 
ishable by court-martial in other and more specific articles, and thus 
prevent the possibility of a failure of justice in the Army” (emphasis 
supplied). Wuntrop, Mititary Law anp Precepents 720 (2d ed. 
1920). Ina leading case holding a prior general article constitutional, 
the Supreme Court declared, “Notwithstanding the apparent indeter- 
minateness of such a provision, it is not liable to abuse; for what 
those crimes are and how they are to be punished is well known by 
practical men in the navy and army, and by those who have studied 
the law of courts-martial, and the offenses of which the different 
courts-martial have cognizance.” Dynes v. Hoover, 20 How. 65, 82 
bo 1857). See also Swain v. United States, 165 U.S. 553, 561 
(1897). 

Prior to the decision in the instant case the Navy consistently held 
that the degree of negligence to support criminal liability must be 
gross or culpable. See United States v. Flynn, 2 CMO 57,59 (1951) 
(driving at an excessive speed). Even when the charge was placed 
under the general article in the former Articles for the Government 
of the Navy, Rev. Star. § 1624 (1878), art. 22, as for example 
“Carelessly endangering the lives of others,” the cases required the 
same degree of negligence as would support a conviction of involun- 
tary manslaughter. United States v. Tweet, 7 CMO 294 (1945) 
(negligently firing a carbine). Simple negligence would not support 
a conviction. United States v. McLaughlin, 3 CMO 47,49 (1947) 
(negligently causing a truck to collide with a tree). Convictions for 
inflicting mortal wounds, where mere negligence and carelessness in 
the handling or discharge of firearms were proved, were reversed. 
“The negligence might have been slight and therefore insufficient to 
hold the accused criminally responsible for the resulting homicide.” 
CMO No. 39, p. 15 (1919). Criminal liability could not be based 
on “every act carelessly performed merely because such carelessness 
results in the death of another.” United States v. Martin, 3 CMO 
112,114 (1945) (overturning a truck). 

Army and Air Force decisions indicated that homicide based on 
simple negligence in the handling of fire arms, as in the instant case, 
was not a crime. “Criminality under these circumstances is not 
predicated upon mere negligence or carelessness.” United States v. 
Elia, 4 BR ETO 315, 318 (1944) ; United States v. Vislan, 25 BR 
349 (1943) (intentionally firing a rifle without pointing it). 

Where the homicide involved a degree of negligence less than cul- 
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pable but was coupled with other conduct prejudicial to good order 
and discipline or discreditable to the armed forces, the accused was 
found guilty of neglect of duty, United States v. Andes, 1 BR POA 
163 (1945) (assuming custody of an injured man and not summon- 
ing medical assistance) ; negligent discharge of a pistol, United States 
v. Tyndall, 67 BR 303 (1947); or other conduct clearly within the 
meaning of the general article, United States v. Tomita, 72 BR 185 
(1947) (giving an eleven year old boy intoxicating liquor) ; but not 
for negligent homicide. 

The court in the instant case relied on the recent development of 
the crime of negligent homicide in the Army and Air Force. The vast 
majority of these cases contain reported facts which are similar to 
earlier cases where the conduct, although not coincident with a hom- 
icide, had been established as within the general article. Convictions 
of negligent homicide have been sustained where according to the re- 
ported facts the accused was driving at an excessive speed under the 
influence of liquor, United States v. Groat, 34 BR 67 (1944); or 
operated a government truck negligently and carelessly, United States 
v. Porter, 69 BR 257 (1947); or negligently pointed a pistol in fun 
at another and pulled the trigger, United States v. Jones, 10 BR-JC 
255 (1950); or, as in a recent Air Force decision, left the scene 
of an accident in violation of a duty, United States v. Marr, 4 
CMR(AF) 511 (1951). 

A few decisions have ignored the coincident conduct, if any, and 
have reached the result that any unlawful killing of a person through 
simple negligence is a crime, citing as authority distinguishable cases 
where there has been additional prejudicial conduct, as in the Groat 
case, supra. See, e.g., United States v. Smith, 1 BR-JC 307 (1949) 
(negligent discharge of a pistol), cited in the Kirchner case. 

In general, court-martial convictions of homicide based on simple 
negligence have not been upheld. With few exceptions, the courts- 
martial which have convicted an accused of negligent homicide have 
been greatly concerned with the other detrimental conduct involved. 

Since the unwritten military law or usage is not in accord with 
predicating criminal homicide merely on simple negligence, the ordi- 
nary rules of statutory construction would appear to be applicable to 
the UCMJ with reference to this crime. See Smith v. Whitney, 116 
U.S. 167, 178 (1886). Penal laws are strictly construed. The legis- 
lature, not the court, defines a crime. “It would be dangerous, indeed, 
. . . to punish a crime not enumerated in the statute, because it is 
of equal atrocity, or of kindred character, with those enumerated.” 
Marshall, C.J., in United States v. Wiltberger, 5 Wheat. 76, 96 
(U.S. 1820). It is submitted that Congress in expressly providing 
for the crimes of murder and manslaughter in the new Uniform 
Code of Military Justice, without mention of any lesser degree of 
homicide either in the code or in the Index and Legislative History 
thereof, neither contemplated nor sanctioned the offense of homicide 
through simple negligence. 

Further, if a wrongful act which includes a homicide not involving 
the elements of manslaughter is charged under the general article, 
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the offense and decision must be predicated on the prejudicial conduct 
or discreditable nature of the conduct involved, and not on the fact 
that death resulted. L. E. H., Jr. 


PATENTS—REISSUE—INADVERTENCE, ACCIDENT, OR MISTAKE.— 
A patent was issued to the plaintiff on January 9, 1940. In an inter- 
ference proceeding on October 24, 1941 the plaintiff conceded pri- 
ority regarding certain broad claims of his patent to the other party 
in the interference. On October 31, 1941 the plaintiff filed a dis- 
claimer as to the broad scope of these original claims and narrowed 
them by adding new elements which were not present in the original. 
Subsequently, on April 27, 1942 the United States Supreme Court 
in Milcor Steel Co. v. George E. Fuller Co., 316 U.S. 143 (1942) 
settled the law pertaining to such disclaimers by declaring them in- 
valid. Less than two months after the Milcor decision the plaintiff, 
realizing these claims were invalid due to the disclaimer, filed and 
subsequently received a reissue patent with the narrowed claims of 
the invalid disclaimer included therein. The plaintiff brought a suit 
against the defendant for the alleged infringement of this reissue pat- 
ent. Plaintiff appealed from the decision of the District Court sus- 
taining defendant’s motion for summary judgment holding the reissue 
patent void and invalid as to each and all of the claims. Held, 
affirmed. Frank Adam Electric Co. v. Federal Electric Products Co., 
200 F.2d 210 (8th Cir. 1952). 

The court of appeals was of the opinion that the reissue was invalid 
because the plaintiff failed to prove that the error sought to be cor- 
rected had arisen by inadvertence, accident, or mistake within the 
meaning of the reissue statute, Rev. Stat. § 4916 (1875), 35 U.S.C. 
§ 64 (1946). Therefore, the issue is what type of error constitutes 
“inadvertence, accident, or mistake.” 

The reissue statute was evidently intended to give formal expres- 
sion to the already established equitable doctrine previously enunci- 
ated and enforced by the Supreme Court in the case of Grant v. Ray- 
mond, 6 Pet. 218 (U.S. 1832). If through error a patent is wholly 
or partly inoperative for the reasons set out in the statute, upon sur- 
rendering the inoperative patent a new patent for the same invention 
will be reissued if the error has arisen through “inadvertence, acci- 
dent, or mistake.” Rev. Stat. § 4916, supra. The words “inadvert- 
ence, accident, or mistake” should be liberally construed, Sbicca-Del 
Mac, Inc. v. Milius Shoe Co., 145 F.2d 389 (8th Cir. 1944) ; Auto- 
piano Co. v. American Player Action Co., 222 Fed. 276 (2d Cir. 
1915), but the reissue oath must particularly specify the error, Rule 
175(d), RuLEs oF PRACTICE OF THE UNITED STATES PATENT OFFICE 
(1953), or the courts will hold there was no inadvertence, accident 
or mistake. Topliff v. Topliff, 145 U.S. 156 (1892); General Radio 
Co. v. Allen B. DuMont Lab., Inc., 129 F.2d 608 (3d Cir. 1942), cert. 
denied, 317 U.S. 654 (1942). If the error is specified, the courts will 
not disturb the finding of the commissioner unless the lack of evidence 
is manifest from the record. Freeman v, Altvater, 138 F.2d 854 (8th 
Cir. 1943); Perfection Disappearing Bed Co. v. Murphy Wall Bed 
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Co., 266 Fed. 698 (9th Cir. 1920). Error in judgment is usually not 
considered inadvertence, accident or mistake, Miller v. Brass, 104 
U.S. 350 (1882) ; General Radio Co. v. Allen B. DuMont Lab., Inc., 
supra, since the applicant is usually presumed to have knowledge of 
all the pertinent facts. Thus, intentionally taking a position with 
knowledge of all the facts does not constitute inadvertence, accident 
or mistake. Dodson v. Lees 137 U.S. 258 (1890) ; Hatmaker v. Dry 
Milk Co., 29 F.2d 918 (1929) (deliberately cancelling claims) ; 
Cridlebaugh v. Rudolph, 131 F.2d 795 (3d Cir. 1942) (intentionally 
omitting matter after consideration); Heidbunk v. Charles H. 
Hardessen Co., 25 F.2d 8 (7th Cir. 1928) (skillfully and deliberately 
drafting broad claims). 

However, if the patentee does not have all the pertinent facts the 
courts usually will uphold the reissue. The difficulty arises in de- 
termining whether the patentee should have had knowledge of all 
the facts. In such cases the courts have decided that the error must 
be one that a court of chancery within its ordinary jurisdiction in cor- 
recting written instruments would correct. Sontag Chain Stores Co. 
v. National Nut Co. of California, 310 U.S. 281 (1940); H. W. 
Roos Co. v. McMillan, 64 F.2d 568 (6th Cir. 1933). Omission of a 
broad claim may be corrected by reissue, especially if there are no 
intervening rights. Autopiano Co. v. American Player Action Co., 
supra. The courts are more liberal when narrower claims are sought 
if the patentee unintentionally accepted claims not commensurate with 
the invention. Detrola Radio & Television Corp. v. Hazeltine Corp., 
117 F.2d 238 (6th Cir. 1940); Van Kannel Revolving Door Co. v. 
Winton Hotel Co., 276 Fed. 234 (6th Cir. 1921). Newly discovered 
art is also a basis for reissue. Ex parte Muller, 81 U.SP.Q. 261 
(1947). Similarly, it appears that the losing of claims in an inter- 
ference should also be considered inadvertence. 

A distinction has been made between mistake of law and mistake 
of fact in reissue cases. Ignorance of the rules of practice of the Patent 
Office or the patent laws has been held not to be a correctable error. 
In re Whittlesey, 23 C.C.P.A. 1268, 83 F.2d 894 (1936). But a 
foreigner’s failure to know the law was considered to be sufficient 
error to support a reissue, General Electric Co. v. Munder Electric 
Co., 22 F. Supp. 291 (D. Mass. 1938) ; and one court, citing Topliff 
v. Topliff, supra, was of the opinion that a mistake which will justify 
a reissue need not necessarily be a mistake of fact. Gross v. Norris, 
18 F.2d 418 (D. Md. 1927). 

The Ninth Circuit Court of Appeals has accepted the liberal view 
that the words inadvertence, accident or mistake are the antithesis 
of fraudulent intent. National Nut Co. of California v. Sontag Chain 
Stores Co., 107 F.2d 318 (9th Cir. 1939), rev’d on other grounds, 
310 U.S. 281 (1940); Perfection Disappearing Bed Co. v. Murphy 
Wall Bed Co., 266 Fed. 698 (9th Cir. 1920), cert. denied, 254 U.S. 
652 (1921). However, it appears the only uniform rule that can be 
deduced from the decisions is that the error which gives a right to 
reissue should be justified by equitable principles. Sontag Chain 
Stores Co. v. National Nut Co. of California, supra; Firestone Tire 
& _— Co. v. United States Rubber Co., 79 F.2d 948 (6th Cir. 
1935). 
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The errors which the defendant relied upon in the instant case are 
twofold. First, the patentee failed to include the reissue claims in the 
original application because he had broader claims which he lost to a 
prior inventor in an interference proceeding. The court considered 
the concession of priority as a deliberate act and not the result of 
inadvertence. However, the plaintiff had no alternative but to con- 
cede priority since the other party in the interference was the first 
inventor. Therefore, it is believed the validity of the patentee’s re- 
issue would probably never have been contested on the basis of error 
if he had not committed a second error before applying for the 
reissue. 

The second error constituted filing an invalid disclaimer. At the 
time the plaintiff filed his disclaimer adding a new element, such 
practice was common, but the law was not settled as to the validity 
of such disclaimers. The Supreme Court in Altoona Publix Theatres, 
Inc. v. American Tri-Ergon Corp., 294 U.S. 477 (1935), had handed 
down a decision pertaining to such disclaimers, but the law was still 
vague as evidenced by the courts in three circuits later sustaining 
such disclaimers. Payne Furnace & Supply Co., Inc. v. Williams- 
Wallace Co., 117 F.2d 823 (9th Cir. 1941) ; Cincinnati Rubber Mfg. 
Co. v. Stowe-W oodward, Inc., 111 F.2d 239 (6th Cir. 1940); John- 
-_ Laboratories, Inc. v. Meissner Mfg. Co., 98 F.2d 937 (7th Cir. 
1938). 

The court in the instant case failed to apply equitable principles. 
The opinion merely stated that filing the disclaimer was a deliberate 
act and not the result of inadvertence within the meaning of the 
reissue statute. The court apparently reasoned that (1) the error 
was a mistake in law since disclaimers which add an element were 
invalid at the time the plaintiff filed his disclaimer, even though the 
courts were in disagreement regarding such disclaimers; or (2) the 
error was an “error in judgment” since the plaintiff should have 
applied for a reissue rather than filed a disclaimer. 

An equitable approach should have been pursued in making the 
decision. In view of the plaintiff's communication of his invention to 
the public, the unsettled state of the law at the time he filed the 
invalid disclaimer, his diligence in applying for the reissue, and the 
absence of any intervening rights, it is difficult to understand why 
the public should avail itself of the plaintiff’s error without paying 
the stipulated consideration. See Grant v. Raymond, supra. Further- 
more, the reason for making disclaimers which add a new element 
invalid is that the patentee by merely filing a paper makes himself 
a new patent ab initio. Milcor Steel Co. v. George E. Fuller Co., 
supra. The reissue after such a disclaimer does not have this effect 
because it is considered and examined by the Patent Office, and it is 
effective from its reissue date. Rev. Stat. § 4916, supra. Conse- 
quently, there is no equitable reason why the reissue should fall with 
the invalid disclaimer. 

The unique situation which arose in the instant case could not arise 
under the new Patent Act, since a patentee can only disclaim a com- 
plete claim. 35 U.S.C. § 253 (1952). However, the instant case 
appears to illustrate a harsh holding of “error in judgment,” or shows 
the distinction which has been made between a mistake of law and a 

9 
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mistake of fact. Equity would probably not have found an “error 
in judgment” since the plaintiff did not know that his disclaimer was 
invalid. Furthermore, a mistake of law does not necessarily preclude 
equitable relief, particularly if the parties are put in the position which 
they originally intended. Cf. Snell v. Insurance Co., 98 U.S. 85 
(1878) ; United States v. Shannon, 186 F.2d 430 (4th Cir. 1951). 
The new statute may perhaps be interpreted so as to point to such 
an equitable meaning of error, since the words “error has arisen by 
inadvertence, accident, or mistake,” Rev. Stat. § 4916, supra, have 
been changed to “through error without any deceptive intention,” 
35 U.S.C. § 251 (1952). Thus, the courts may now follow the liberal 
interpretation of the ninth circuit and hold that error is the antithesis 
of fraudulent intent. The instant case is an example of the precedent 
that has to be overcome if the statute is to be given this liberal and 
equitable interpretation. L. A. H. 


TAXATION — CLIFFORD REGULATION — CONSTITUTIONALITY.—On 
Dec. 1, 1941, petitioner executed a five year trust transferring stock 
to a charitable organization, incorporated under the law of Illinois, 
as trustee. The income was to be paid to this organization for the 
duration of the trust. The trust was irrevocable with an option to 
extend, and the corpus was to be returned to the petitioner upon 
termination. On Dec. 1, 1942, the trust was extended for another 
five years, until Dec. 1, 1951, no other change being made. No 
powers were retained by the petitioner nor was any apparent attempt 
made, directly or indirectly, to influence or control the expenditure 
of the income. Following a decision by the tax court in favor of the 
petitioner, 17 T.C. 1357 (1952), the commissioner conceded that the 
income was not taxable to the petitioner prior to 1946, when the 
Clifford regulation became effective, but appealed on the ground that 
the income for 1946 and the following years was taxable to her, 
since the trust was for nine years and therefore within U.S. Treas. 
Reg. 111, § 29.22(a)-21 (1946). Held, affirmed; the trust was for 
ten years and therefore not taxable under the regulation; further, 
the regulation is so unreasonable and arbitrary that it is void and 
unconstitutional. Commissioner v. Clark, 21 U.S.L. Week 2421 
(7th Cir. Feb. 19, 1953). 

Up to the time of this case, although there have been cases in- 
volving trusts with terms of less than ten years, there does not appear 
to be one in which the commissioner relied solely upon the term of 
the trust to bring it within the scope of the regulation. In the main, 
the courts have looked to the rights retained by the grantor along 
with the term of the trust to adjudge whether there was a substantial 
transfer of the property. See cases discussed in Thuet v. Riddle 104 
F. Supp. 521 (S.D Calif. 1952). It has been held that the Clifford 
regulation has a persuasive effect in the determination of tax liability. 
Hawaiian Trust Co. v. Kanne 171 F.2d 74, 76 (9th Cir. 1949). The 
tax court in a case decided shortly after the regulation was promul- 
gated held that it represented the commissioner’s present construction 
of the statutory provision applicable and as such was only entitled to 
weight and consideration. Stockstrom v. Commissioner 7 T.C. 251 
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(1946). But regulations which represent an administrative con- 
struction of the statute which has been uniform, or of a long standing, 
are to be given the force of law, Helvering v. Reynolds Tobacco Co. 
306 U.S. 110 (1939), and such regulations are binding on the court 
unless they conflict with the statute or are overruled by Supreme 
Court decision. Estate of Sanford v. Commissioner, 308 U.S. 39 
(1939). Thus, the contention of the commissioner and the dissent- 
ing judges of the tax court, in the principal case, that the regulation 
is binding upon the court unless declared invalid, is founded upon 
strong precedent. 

In 1940 the Supreme Court handed down Helvering v. Clifford, 
309 U.S. 331 (1940), which held that the income of a short term 
trust for the benefit of the grantor’s wife, with certain powers re- 
tained by the grantor, was taxable to the grantor under § 22(a) of 
the Internal Revenue Code. There followed a period of confusion 
and extensive litigation occasioned by the uncertainties in the applica- 
tion of this doctrine, during which time some courts appear to have 
extended the doctrine to its limits. This situation prompted the 
Treasury Department to issue the present Clifford regulation. It was 
designed to clarify the uncertainty and confusion which existed due 
to the absence of precise guides for determining the degree of reten- 
tion of control which would make the income taxable to the grantor 
of a short term trust. T.D. 5488, 1946-1 Cum. BuL-. 19, as amended 
by T.D. 5567, 1947-2 Cum. Butt. 9. 

Treasury Regulation 111, § 29.22(a)-21(c), provides, in part, 
that the income of a trust is taxable to the grantor where the grantor 
has a reversionary interest in the corpus, or the income thereof, which 
will or may reasonably be expected to take effect in possession or 
enjoyment within ten years commencing with the date of transfer. 
The court in the principal case considers that the regulation creates 
a conclusive presumption upon a single fact, which thereafter pre- 
cludes consideration of other facts by the court. Therefore, it is an 
unreasonable and arbitrary ruling, since it goes far beyond the basic 
holding of the Clifford case, supra, and the scope of § 22(a) of the 
Internal Revenue Code. 

In the Revenue Act of 1926, Congress included a provision for 
the taxation of transfers made in contemplation of death, and further 
provided that each transfer made within two years of the death of 
the grantor would be construed as having been made in contemplation 
of death. 44 Strat. 723 (1926). The Board of Tax Appeals upheld 
a taxpayer’s claim of unconstitutionality on the basis that a statute 
which imposes a tax upon an assumption of fact which the taxpayer 
is forbidden to controvert is so arbitrary and unreasonable that it can- 
not stand under the Fifth Amendment. Lincoln v. Commissioner, 24 
B.T.A. 334 (1931). This holding was based on a decision of the Su- 
preme Court which had declared a similar state statute unconstitution- 
al because it violated the Fourteenth Amendment. Schlesinger v. Wis- 
consin, 270 U.S. 230 (1926). The opinion of the Board was followed 
by two district court opinions, which cited the Schlesinger case, and 
further held that mere legislative fiat may not take the place of fact 
in determination of issues involving life, liberty or property. Hall 
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v. White, 48 F.2d 1060 (D. Mass. 1931); Guinzburg v. Anderson, 
51 F.2d 592 (S.D.N.Y. 1931). With the stage thus set, the Su- 
preme Court in the following year upheld these rulings. There was 
no doubt of the power of Congress to provide for including in the 
gross estate of a decedent for purposes of death tax the value of 
gifts made in contemplation of death, and likewise no doubt of the 
power of that body to create a rebuttable presumption that gifts made 
within a period of two years prior to death were made in contem- 
plation thereof, but the presumption was not of that kind. It was a 
presumption made definitely conclusive—incapable of being over- 
come by proof of the most positive character. Heiner v. Donnan, 
285 U.S. 312 (1932). 

Relying on the above cases as precedent, the court in the instant 
case has little trouble in showing the doubtful constitutionality of a law 
imposing a conclusive presumption upon a single fact. The Clifford 
case, supra, actually held that normally no one fact is decisive but 
all considerations and circumstances of the kind mentioned are rele- 
vant to the question of ownership and are appropriate foundation for 
findings on the issue. However, the problem involved here is not a 
gift as in the Donnan case, supra, but taxation of income to a grantor, 
a field in which Congress has not only broad power to legislate but 
has exercised this broad power. See Int. Rev. Cope § 22(a). The 
court meets this issue by pointing out that it is likewise unconstitu- 
tional to require one person to pay tax on the income of another. 
Hoeper v. Tax Commission of Wisconsin, 284 U.S. 206 (1931). 

That the Treasury Department has authority to administer the 
Internal Revenue Code is without doubt, Int. Rev. Cope § 62, and 
court recognition of the need for proper regulation in this field has 
long been recognized. As Mr. Justice Roberts stated on behalf of 
the whole court, “§ 22(a) is so general in its terms as to render an 
interpretive regulation appropriate.” Reynolds Tobacco Co. case, 
supra, at 114. But this authority and recognition is not a power to 
legislate. A regulation which operates to create a rule which is un- 
reasonable and out of harmony with the statute is a nullity. Manhat- 
tan General Equipment Co. v. Commissioner, 297 U.S. 129, 134-5 
(1936). Express legislation on this matter was proposed to Con- 
gress during the hearings before the passage of the Revenue Act of 
1934, but the recommendation was never adopted because of con- 
stitutional doubts concerning the validity of legislatively defining a 
short term trust. Tyler & Ohl, The Revenue Act of 1934, 83 U. oF 
Pa. L. Rev. 607, 635 (1935). When the Treasury Department 
promulgated the Clifford regulation, considerable discussion on the 
subject of attempted legislation by an agency was engendered. See, 
é.g., articles by Pavenstedt and by Eisenstein, 2 Tax L. Rev. 7, 327, 
476, 569, 578 (1946-7). But the alternative to the vagueness and 
uncertainty, which arose from the morass of court decisions on this 
subject, appears to be the Treasury Department regulation, if it can 
once be brought within the limits of constitutional due process. 

Although this court has declared the regulation void and uncon- 
stitutional by an expression amounting to mere dictum, the de- 
cision appears to provide a springboard for future action on the part 
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of litigants contesting taxability of the income of short term trusts to 
the grantor. The strong line of precedent set by the courts in the 
contemplation-of-death statute decisions is bound to result in elimi- 
nation of any agency ruling or regulation which creates a conclusive 
presumption beyond even the power of Congress. It is submitted 
that the value of clarity and certainty imparted by this set of regula- 
tions could easily be retained by shifting from the conclusive pre- 
sumption to the rebuttable presumption as was done in the Code 
and Regulation regarding transfers in contemplation of death. Int. 
Rev. Cope § 811(c). Action in the near future on the part of the 
Treasury Department seems essential before this or a similar case 
is carried to a conclusion in the Supreme Court, and a set of rules 
which have been valuable and equitable, except for the issue set 
forth in this case, are destroyed. E. W. J. 


TRADE REGULATION—JURISDICTION OF THE FEDERAL TRADE Com- 
MISSION—CIGARETTES Founp Not To Be a Druc.—The Federal 
Trade Commission initiated an action for a temporary injunction, 
pending issuance of a cease and desist complaint, to restrain the 
Liggett and Myers Tobacco Company from disseminating allegedly 
false advertising respecting its product, Chesterfield cigarettes. The 
Commission’s action was based upon §§ 5, 12 and 13 of the Fed- 
eral Trade Commission Act, 38 Strat. 719 (1914), as amended, 
15 U.S.C. §§ 45, 52, 53 (Supp. 1952), providing that injunctive 
relief may be sought when the Commission has reason to believe 
that any corporation is disseminating false advertising for the purpose 
of inducing the purchase of “food, drugs, devices or cosmetics.” The 
Commission contended (1) that tobacco as found in cigarettes is a 
“drug” within the meaning of § 15 of the Act, and (2) that the 
advertisements in issue are false and misleading because they represent 
that Chesterfield cigarettes are manufactured in such a manner as 
to prevent irritation to the nose, throat and accessory organs of 
smokers thereof. Held, dismissed for lack of jurisdiction over the 
subject matter; tobacco is not a “drug” within the meaning of the 
Federal Trade Commission Act. Federal Trade Commission v. 
Liggett & Myers Tobacco Co., 108 F. Supp. 573 (S.D.N.Y. 1952). 

The key factor in determining the issue of jurisdiction is the 
judicial construction of the Federal Trade Commission Act, particular- 
ly § 15(c) (3) in which the term “drug” is declared to mean “articles 
(other than food) intended to affect the structure or any function 
of the body of man or other animals.” 52 Stat. 116 (1938), 15 
U.S.C. § 55(c)(3) (1946). After narrowly construing the Act, 
the court found little difficulty in placing tobacco outside the perimeter 
of the Commission’s injunctive jurisdiction as defined in the Act. 
A more liberal interpretation might have resulted in a contrary find- 
ing, with consequent issuance of the injunction. To grant an in- 
junction, the court is not required to pass upon the truth or accuracy 
of the Commission’s allegations, but need only find that the Com- 
mission had reasonable cause to believe the allegations to be true. 
FTC v. Rhodes Pharmacal Co., Inc., 191 F.2d 744 (7th Cir. 1951) ; 
NLRB v. Building and Construction Trades Council, 173 F.2d 678 
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(3d Cir. 1949). Considering the amenability of the courts to the 
Commission’s requests for injunctive relief, and the prudent and 
eminently successful record of that agency in this field (injunctions 
issued on thirty-nine applications, as of October 23, 1952; injunction 
denied once), it is a reasonable inference that had the court acquiesced 
to the Commission’s claim to jurisdiction over tobacco under its 
“drug” powers, the desired injunction would have issued. 

Although the Commission had previously proceeded successfully 
against several other cigarette manufacturers for similar advertis- 
ing practices under its more common “cease and desist” procedure, 
this is the first instance in which resort was had to its injunctive 
powers in this field. The principal distinction between these processes 
lies in their net result; the former has no efficacy until final disposi- 
tion of the lengthy hearings before the Commission, while the latter 
acts as an immediate check upon the alleged violation. 

In determining whether a given statute should be interpreted 
strictly or liberally, legislative intent is of primary importance and 
merits careful inspection. While paying lip service to this principle, 
the court in the instant case rejected the Commission’s broad defini- 
tion of “drug,” stating that this was not the legislative intent as 
evidenced by legislative history, “coupled with indications of con- 
temporaneous administrative interpretation.” The basis for such a 
finding is difficult to ascertain. 

The portion of the Act chiefly in issue, more generally known 
as the Wheeler-Lea Amendment, 52 Star. 114 (1938), as amended, 
15 U.S.C. §§ 52 et seg. (Supp. 1952), conferred the aforementioned 
injunctive powers upon the Commission. The clear intent was to 
enlarge the scope and strengthen the powers of the FTC. Its co- 
author, Senator Wheeler, stated that it was “designed to make its 
[FTC] control of such [false] advertising more effective.” 83 Conc. 
Rec. 3256 (1938). The additional power afforded the Commission 
by the Wheeler-Lea Amendment obviously resulted in a more effective 
control of false advertising by that agency, bolstering the tedious 
cease and desist process with a swift and potent remedy in cases 
where the Commission considered such action justified. Judicial 
recognition of such Congressional intent was evinced in FTC v. 
Thomsen-King and Co., 109 F.2d 516 (7th Cir. 1940), where the 
court found that the amendment was designed to “prevent the in- 
effectuality of proceedings before the Commission due to the offender’s 
collecting the spoils incident to improper practices and liquidating 
or dissolving them before the Commission can put a stop to them.” 

Of equal significance in resolving issues of statutory construction is 
the effect given other statutes of a similar nature, phrasing, or enacted 
contemporaneously with the statute under consideration. Such a 
statute is the Federal Food, Drug and Cosmetic Act, 52 Stat. 1040 
(1938), 21 U.S.C. §§ 301 et seq., (1946), which was enacted at the 
same session of Congress as the Wheeler-Lea Amendment, supra; 
which contains a verbatim identical definition of the term “drug,” 
§ 201 (g); and whose avowed goal is identical to that of the 
Wheeler-Lea Amendment, viz., greater protection of the consumer 
and more effective control of unfair trade practices. 
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Statutes dealing with the same or related subject matter are in 
pari materia and should be construed uniformly, as far as possible. 
United States v. Stewart, 311 U.S. 60, 64 (1940); Brown v. Barry, 
3 Dall. 365, 367 (U.S. 1797). 

The common origin of these two acts is a matter of record, and 
their singularity of purpose was clearly illustrated in a statement 
made by Representative Carroll Reece of Tennessee, when he pre- 
sented the amendment to the Federal Trade Commission Act on 
the floor of the House: 


The bill amending the Federal Trade Commission Act and 
dealing specifically with advertising is before you for action. It 
is to be followed by a food and drug bill which I . . . believe 
will give the Food and Drug Administration . . . ample au- 
thority with which to effectively regulate and control the food, 
drug, device and cosmetic industries. If the House passes these 
two bills . . . we will have equipped two appropriate agencies 
of the Federal Government with all the authority and power 
necessary to properly regulate the food, drug, device and 
cosmetic industries, to prevent the dissemination of unlawful 
advertising, and protect the public. 83 Conc. Rec. 399 (1938). 


In keeping with the spirit of this legislation, the Supreme Court 
in United States v. Dotterweich, 320 U.S. 277, 282 (1943), stated, 
“Nothing is clearer than that the later legislation [Act of 1938] 
was designed to enlarge and stiffen the penal net . . .” 

In accordance with this policy, the Food, Drug and Cosmetic Act 
has been liberally interpreted by the courts; for example, in United 
States v. 23, More or Less, Articles, etc., 192 F.2d 308 (2d Cir. 
1951), in which a phonograph record designed for the alleviation 
of insomnia was held to be a device intended “to affect the structure 
or any function of the body of man or other animals.” Since this 
definition is verbatim identical with the definition of “drug” for the 
purpose of the Federal Trade Commission Act [§ 15(c)(3)], no 
unreasonably liberal construction would be required to include cigaret- 
tes, a tobacco product to be smoked with certain definite physiological 
effects on the human body, within the sphere of the latter statute. 

In addition to the Commission’s appeal for a liberal interpretation 
of the Act, there is the forceful contention that even taken on its face, 
§ 15(c)(3) might as easily be found inclusive of cigarettes as non- 
inclusive. In the instant case, medical affidavits were introduced before 
the district court to show that smoking does affect the structure and 
functions of the human body to a significant degree. While this case 
marks the first attempt by the Commission to secure an injunction 
against a cigarette manufacturer, the problem of cigarettes has been 
considered before in several cease and desist proceedings. In the 
matter of R. J. Reynolds Tobacco Co., 46 F.T.C. 706 (1950), sub- 
stantial evidence as to the effects of cigarette smoking, including 
tests by the Food and Drug Administration on six leading brands 
of cigarettes, was before the Commission, and in accordance with 
this evidence the Commission instituted cease and desist proceedings 
against that Company. The Commission’s findings were approved 
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and the order to cease and desist affirmed by the seventh circuit, 
R. J. Reynolds Tobacco Co. v. Federal Trade Commission, 192 F.2d 
535 (7th Cir. 1951), in which the court stated that it found the 
testimony of the expert witnesses interesting because: 


. it deals with a subject which is of almost universal in- 
terest, that is, the effect which the use of tobacco, and particularly 
the smoking of cigarettes has upon the human system. As might 
be expected, . . . there is scarcely any dispute on this record 
but that in general it has a deleterious effect, the extent of which 
is dependent upon the number of cigarettes smoked and, to a 
lesser extent perhaps, upon the physique and condition of the 
smoker. Jd. at 537. 


Indeed, disregarding completely the medical and legal ramifica- 
tions of the dispute, we might inquire from a purely lay point of view, 
if cigarettes are not intended to affect the structure or any function 
of the body of man, what possible motive should be attributed to 
the smoker in his consistent and habitual purchase and use of 
cigarettes? 

It is submitted that in the light of the Commission’s recent success- 
ful cease and desist actions against four other leading cigarette manu- 
facturers (Lucky Strike, Philip Morris, Camels and Old Gold) in 
which claims of the same general nature as those here under attack 
were prohibited, the Commission’s resort to its injunctive powers 
was justifiable and proper, in order to eradicate an unfair advantage 
the Liggett and Myers Company now enjoys over its competitors 
who have been effectively restrained from disseminating similar ad- 
vertising claims, and that the issuance of such an injunction would 
have been the better decision. R. J. F. 


UnFair COMPETITION — LITERARY PROPERTY — PROTECTION OF 
IpEAS.—Plaintiff conceived an idea of creating a radio program, the 
participants to be school children who had vocal or instrumental 
talent. The program was to be financed by a business concern but 
controlled by school officials. The idea was presented to defendant 
bank by the plaintiff, who indicated that he expected compensation 
if his proposal were adopted. Defendant approved the idea, employed 
plaintiff to do the preparatory work, and submitted the plan to local 
school authorities. Before the idea was finally accepted by the school 
officials, defendant terminated its employment contract with plaintiff 
and hired another party to put it into effect. Plaintiff sued for compen- 
sation for the use of his idea. Held, that the law now gives effect to a 
property right in an idea, provided the idea is novel and is reduced 
to a concrete detailed form, and that a jury, by deciding that both 
these factors are present, may properly find for the plaintiff. Belt v. 
Hamilton National Bank, 108 F. Supp. 689 (D.D.C. 1952). 

An idea is not protected under the patent laws, being neither an 
art, machine, manufacture, or composition of matter, as required by 
Rev. Stat. § 4886 (1875), 35 U.S.C. § 31 (1946) [now embodied 
in 35 U.S.C. §§ 100, 101 (1952)]. Fowler v. City of New York, 121 
Fed. 747 (2d Cir. 1903). Nor is it included within the scope of the 
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copyright laws, 35 Stat. 1076 (1909), as amended, 17 U.S.C. § 5 
(1946), which are directed to the form, sequence, and manner in 
which the idea is expressed, rather than the idea itself. Moore v. 
Ford Motor Co., 28 F.2d 529, 536 (S.D.N.Y. 1928), aff'd, 43 F.2d 
685 (2d Cir. 1930). 

The common law, while recognizing an author’s right to his creative 
efforts prior to publication and an artisan’s rights to his trade-secrets, 
did not recognize any property right in an idea disclosed to another 
in the absence of an express contract providing for its protection. 
Haskins v. Ryan, 71 N.J. Eq. 575, 64 Atl. 436 (1906), aff'd mem., 
75 N.J. Eq. 623, 73 Atl. 1118 (1909) ; Bristol v. Equitable Life As- 
surance Soc’y of the United States, 132 N.Y. 264, 30 N.E. 506 
(1892). The difficulty with this doctrine was that any offer to sell 
the idea would destroy the originator’s property rights in the very 
thing offered, Ryan & Associates v. Century Brewing Association, 
185 Wash. 600, 55 P.2d 1053 (1936), and a prospective purchaser 
would naturally expect a disclosure of the idea before contracting for 
its use. Thus where the disclosure of the idea is made in confidence 
for the purpose of its sale, the courts have more recently tended to 
protect the originator. Hoeltke v. C.M. Kemp Mfg. Co., 80 F.2d 
912 (4th Cir. 1935); Booth v. Stutz Motor Car Co., 56 F.2d 962 
(7th Cir. 1932). Such decisions have been upheld either on the 
ground that an implied contract had been created by the action of 
the parties, or upon a quantum meruit basis, i.e., the unjust enrich- 
ment of the appropriator of the idea. The most extreme case in 
which recovery was allowed was Liggett and Myers Tobacco Co., v. 
Meyer, 101 Ind. App. 420, 194 N.E. 206 (1935). There disclosure of 
an advertising idea was made voluntarily and without any reserva- 
tions as to the confidential relationship of the parties. The originator 
of the idea merely stated that he hoped it would be of sufficient value 
to merit a reasonable charge. Most courts, however, are reluctant to 
protect unsolicited ideas. Grombach Productions, Inc. v. Waring, 
293 N.Y. 609, 59 N.E.2d 425 (1944); Lueddecke v. Chevrolet 
Motor Co., 70 F.2d 345 (8th Cir. 1934); Rodriguez v. Western 
Union, 259 App. Div. 224, 18 N.Y.S.2d 759 (1st Dep’t 1940), aff'd, 
285 N.Y. 667, 34 N.E.2d 375 (1941). 

The necessity for mitigation of the rather harsh common law doc- 
trine has been greatly influenced by the rapid development of the 
“hot idea” as a significant element in the motion picture, advertising, 
radio, and television industries. Warner, Legal Protection of Pro- 
gram Ideas, 36 Va. L.. Rev. 289 (1950) ; see Comment, 16 U. or CuI. 
L. Rev. 323 (1949). Even where the rule has been relaxed, however, 
it has been required that an idea, to be capable of legal protection, 
must be (1) novel and (2) in concrete form. Plus Promotions, Inc. 
v. R.C.A. Mfg. Co., 49 F. Supp. 116 (S.D.N.Y. 1943); Stanley v. 
(igs) Broadcasting System, Inc., 35 Cal.2d 653, 221 P.2d 73 

1950). 

The idea must at least be novel to the receiver. Otherwise any 
contract providing for its disclosure is void for failure of considera- 
tion. Soule v. Bon-Ami Co., 201 App. Div. 794, 195 N.Y.S. 574 
(2d Dep’t 1922), aff'd mem., 235 N.Y. 609, 139 N.E. 754 (1923) ; 
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Masline v. N.Y., N.H., & H.R.R., 95 Conn. 702, 112 Atl. 639 (1921). 
Some cases go farther and require that the idea must be novel with 
the submitter. Smoley v. N.J. Zinc Co., 106 F.2d 314 (3d Cir. 1939). 
It has been held that it is enough for a defendant to show that the 
idea was previously disclosed to other prospective purchasers. Sandlin 
v. Johnson, 152 F.2d 8 (8th Cir. 1945). The diversity of the opinions 
expressed on this point is due perhaps partly to the fact that the 
question of novelty is generally held to be a question of fact and 
within the province of the jury. Stanley v. Columbia Broadcasting 
System, supra; Dezendorf v. Twentieth Century-Fox Film Corp., 
99 F.2d 850 (9th Cir. 1938). 

Whether an idea is in concrete form has been held to be an issue 
of law on the ground that the plaintiff must establish a right capable 
of ownership as a condition precedent to a valid cause of action for 
the appropriation of the idea. Golding v. R.K.O. Pictures, 35 Cal.2d 
690, 221 P.2d 95 (1950). Thus an author has no property right in 
his ideas unless they are given embodiment in a tangible form. 
O’Brien v. R.K.O. Radio Pictures, 68 F. Supp. 13 (S.D.N.Y. 1946). 
But concrete form is a matter of degree, Yadkoe v. Fields, 66 Cal. 
App.2d 150, 151 P.2d 906 (1944); Plus Promotions v. R.C.A., 
supra, and decisions considering this difficult concept have yielded 
as many diverse opinions as those on the question of novelty. 

In the radio and motion-picture fields where the issue of the “hot 
idea” has become prominent, as noted above, an idea that a movie 
be based on the Palace Theater in New York was held to lack con- 
creteness. O’Brien v. R.K.O. Radio Pictures, supra; but cf. Golding 
v. R.K.O. Pictures, supra; Thompson v. Famous Players-Lasky Corp., 
3 F.2d 707 (N.D. Ga. 1925) (scenario had been presented). Where 
the plaintiff submitted a format, sample script, and a recording of a 
proposed dramatic program, the parties conceded that the idea had 
been reduced to concrete form. Stanley v. C.B.S., supra. However, 
in Bowen v. Yankee Network, Inc., 46 F. Supp. 62 (D. Mass. 1942), 
a suggestion consisting of a written memorandum containing a for- 
mula for a series of radio programs was held not reduced to concrete 
form. The plan in the Bowen case was similar to that in the instant 
case; it provided that musicians from different New England com- 
munities participate each week in a program entitled “Spreading New 
England Fame.” It is difficult to reconcile the two cases on the 
question of concreteness, but in the Bowen case the complaint was 
dismissed on the further ground that there was no allegation that 
the idea was submitted with any obligation on the part of the de- 
fendant to pay for the plan if it were used. In the radio program cases, 
the authorities are split as to whether such an obligation can be 
implied from the particular customs in the trade. Cole v. Phillips 
H. Lord, Inc., 262 App. Div. 116, 28 N.Y.S.2d 404 (1st Dep’t 1941). 
Contra: Grombach Productions, Inc. v. Waring, supra. 

The court in the principal case, although possibly reaching an 
equitable result, has, by allowing the jury to decide the question of 
concreteness, made it possible to find a reduction to concrete form 
in the absence of a scenario or script, contrary to the Golding and 
Stanley cases. Certainly the court’s view conflicts with that of the 
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Bowen case. It should be noted, however, that although concreteness 
has often been regarded as the essential basis for the cause of action 
in appropriation of idea cases, the confusion in the courts on this 
question and on the question of novelty would appear to indicate that 
the courts often have an option in the reasoning to be adopted in 
reaching a desirable result for an individual case. It is submitted that 
these questions would be better resolved by legislative enactment 
which would at least be applicable to the radio, television, and motion- 
picture fields. In any event, the establishment of clearer common law 
rules would appear to be better promoted by considering the question 
of reduction to concrete form a question of law and generally review- 
able on appeal, as in the Golding case. BM. C. S. 


War—Hostinitigs In KorEA—Not War WITHIN MEANING OF 
INSURANCE CLAUSE.—Plaintiff, beneficiary under a life insurance 
policy issued after the outbreak of hostilities in Korea, sued defendant 
insurance company to recover the full amount of the policy under a 
double indemnity clause, after insured had been killed in a railroad 
accident while en route to a training camp for military training. The 
policy exempted the company from liability for accidental death re- 
sulting from military, air or naval service in the time of war. The 
court denied recovery under the double indemnity clause. Held, re- 
versed, judgment for plaintiff under the double indemnity clause; it 
is at most an undeclared war and the insurer failed to meet the burden 
of proving that the term “war” applied to an undeclared war as well 
as a declared war. Harding v. Pennsylvania Mutual Life Insurance 
Co., 171 Pa. Super. 236, 90 A.2d 589 (1952). A similar case decided 
the same day by this court, where the insured was killed in action in 
Korea, and the policy contained the same exemption, permitted the 
beneficiary to recover under the double indemnity clause, following 
the reasoning in the principal case. Beley v. Pennsylvania Mutual 
Life Insurance Co., 171 Pa. Super. 253, 90 A.2d 597 (1952). 

The court, citing Youngstown Sheet & Tube Co. v. Sawyer, 343 
U.S. 579 (1952), decided that there has been no formal declaration of 
war, and that the question for determination was whether or not the 
Korean conflict is an undeclared war. The court, after referring to 
H.R. Rep. No. 127, 82d Cong., Ist Sess. 1 (1951) (background infor- 
mation on use of U. S. armed forces in foreign countries), said that 
nowhere was the action referred to as war, either declared or unde- 
clared, but merely as hostilities in a “combat zone.” The court con- 
cluded that if it is war, it is at most an undeclared war; that the 
defendant failed to include the latter in the policy; and that the insur- 
ance clause should be given the construction most favorable to the 
insured. 

War is a relative term, meaning different things when applied to 
different factual situations for different purposes. See Gros, THE 
RELATIVITY OF WAR AND PEAcE (1949). 

Generally, when courts are interpreting life insurance contracts con- 
taining similar exemptions and there has been no declaration of war, 
a strict construction against the insurer is applied. In West v. Pal- 
metto State Life Insurance Co., 202 S.C. 422, 25 S.E.2d 475 (1943), 
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and Rosenau v. Idaho Mutual Benefit Ass’n, 65 Idaho 408, 145 P.2d 
227 (1944), where each insured was killed at Pearl Harbor, the 
courts permitted recovery. For insurance purposes, war was not 
recognized until officially declared by Congress, because it was said 
that was the only constitutional way this country could be placed in 
a state of war with the aggressor. Where the clause exempting the 
insurer is strengthened by the inclusion of the phrase “death resulting 
from war or any act incident thereto,” the courts have also applied 
the strict construction against the insurer and permitted recovery. 
Savage v. Sun Life Assurance Co., 57 F. Supp. 620 (W.D. La. 1944). 
There, the court held that only a formal declaration of war would be 
recognized, and limited “any act incident thereto” to such events as 
the striking of an enemy mine or the loss of life while taking off or 
landing a military plane. The leading case contra, which contained a 
similar exemption, is New York Life Insurance Co. v. Bennion, 158 
F.2d 260 (10th Cir. 1946), where the court stated that war may exist 
without a declaration, by “appraisal of actualities,” and a formal decla- 
ration merely recognizes that which already exists. 

In interpreting statutes to determine the rights of parties, the ques- 
tion of whether or not an armed conflict was war has been decided in 
several instances. The plaintiff in Bas v. Tingy, 4 Dall. 37 (US. 
1800), recovered one-half of the cargo as salvage after retaking de- 
fendant’s vessel from a French privateer. Salvage was provided for 
by statute, one-half in cases of war, one-tenth otherwise. Although 
there had been no declaration of war between France and the United 
States, Congress had authorized hostilities on the high seas by arming 
the vessels. Since the parties were engaged in hostilities, they were 
termed “enemies,” and “war” under the statute was satisfied. In 
Montoya v. United States, 180 U.S. 261 (1901), action was brought 
under a statute which provided for recovery for depredations by 
tribes in amity with United States. The Court held that where the 
marauding band is so large as to defy tribal rule, and their acts are 
directed against the government, necessitating the dispatching of a 
military force to subjugate them, they are not at amity with the 
United States for the purpose of recovery under the statute; that it 
is a war although it is not declared. Similarly, the attorney general 
of at least one state has held that a state of war does exist in Korea 
within the meaning of a state statute, since the United States is prose- 
cuting its right by force. Therefore, the statute which permitted 
county officials to be in military service of the United States without 
vacating their offices when there is an existing state of war between 
the United States and any other country was broadly interpreted. 
Opinion of the Attorney General, State of Alabama (Dec. 29, 1950). 

Armed conflict was recognized as war in order to give the Govern- 
ment the belligerent right to capture enemy ships violating a blockade 
established by the president before war was officially declared. The 
Prize Cases, 2 Black 635 (U.S. 1863). 

The Supreme Court has recognized as war armed conflict (unde- 
clared) existing in another country, for the purpose of determining 
the title to property seized in that country as a tax levy. Oetjen v. 
Central Leather Co., 246 U.S. 297 (1918). The Court refused to 
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question the acts of an independent government which gave rise to 
a claim for damages for acts done in a foreign country during a period 
of hostilities. 

The courts have held that armed conflict was war for the purpose 
of determining the jurisdiction of a general court martial to try and 
sentence the offender for the murder of another American in China, 
during the Boxer rebellion. Hamilton v. McClaughry, 136 Fed. 445 
(C.C.D. Kan. 1905). See United States v. Anderson, 1 CMR 345 
(1951) (allowing a general court martial to punish desertion with in- 
tent to avoid hazardous duty as a capital offense since Korea is “war” 
under the statute). 

In recent legislation, Congress has not referred to the Korean hos- 
tilities as war. Veterans’ Readjustment Assistance Act of 1952, Pub. 
L. No. 550, 82d Cong., 2d Sess. §607 (July 16, 1952). There, in 
defining “veteran,” Congress said, ‘““The term ‘veteran’ as used in this 
title shall mean a person who served in the active service of the Armed 
Forces during a period of war in which the United States has been, 
or is engaged, or during the period on or after June 27, 1950,.. .” 
(Emphasis added.) 

Whether or not the Korean hostilities are war for the purposes of 
the United Nations appears to depend on whether they are referred 
to directly or indirectly. In the reports on the conflict directly it is 
termed “act of aggression,” Report of United Nations Commission 
on Korea, U.N. Doc. No. A/1350, and “armed attack,” U.N. Doc. 
Nos. S/1501, S/1511 and S/1588. Where the report concerns the 
economic effect of the hostilities, the term “war” is used. Report of 
the Agent General of the United Nations Korean Reconstruction 
Agency, U.N. Doc. No. A/2222. 

In reconciling the situations in which the courts will designate an 
“armed conflict” as “war,” the purpose must be considered in each 
instance. In the case of an insurance contract, where there is a meet- 
ing of the minds, the parties are at liberty to include whatever pro- 
visions they desire. Since it is the insurance company that writes the 
contract, and unequal bargaining power often may exist, a strict con- 
struction against the insurer is justified. An exception has been al- 
lowed where the court has felt that the war began with the attack, the 
formal declaration having followed immediately after. New York 
Life Insurance Co. v. Bennion, supra. 

Where the rights and duties of the parties arise by statute, the 
courts will construe the statute to accomplish the purpose for which 
it was enacted. In many cases, the basic purpose of the statute would 
be violated if the construction were made to depend upon a formal 
declaration of war. Bas v. Tingy, supra. 

Failure to recognize a de facto state of war in the case of prizes 
would permit neutrals to ignore the blockade and deny the govern- 
ment the assertion of its belligerent rights. The Prize Cases, supra. 
Similarly, the courts of this country must recognize the belligerent 
rights of other governments in a de facto war where one of the forces 
has seized property under the authority of that government. Oectjen 
v. Central Leather Co., supra. 

The statute giving a court martial additional powers of punishment 
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in time of war would be thwarted by holding that an armed conflict 
was not war. If the court is given jurisdiction to try military offenses, 
it should also be empowered to mete out the appropriate punishment 
in time of hostilities when discipline is essential. United States v. 
Anderson, supra. 

Congress, like the United Nations, has avoided using the term 
“war” as applied to the present conflict in order to prevent its pos- 
sible use as propaganda and to avoid the psychological implication 
of a third World War. In addition, the United Nations finds it more 
in keeping with its stated purpose of enforcing world peace to label 
the outbreak as a police action. In reports dealing with the indirect 
effect of the Korean situation, the United Nations conveniently refers 
to it as “war.” 

It is submitted that the Beley case, supra, was erroneously decided, 
the strict construction against the insurer notwithstanding. While it 
is difficult to draw the line where the court should designate armed 
conflict as war, the circumstances under which the insured was killed 
were the hazard against which the insurer sought to protect itseli— 
participation by the insured in armed conflict against an enemy. In 
deciding adversely to the defendant, the court failed to recognize in 
law that which existed in fact. It is, however, recognized that the 
argument advanced by the court is cogent, in that the defendant could 
have foreseen these circumstances and provided for such contingencies. 

On the other hand, adopting that construction most favorable to 
the insured, the Harding case, supra, is justified, in view of the fact 
that the insured was killed in an accident, unrelated to the hazards 
of war. G. W. H. 





BOOK REVIEW 


PsYCHIATRY AND THE LAW. By Manfred S. Guttmacher, M.D., and 
Professor Henry Weihofen. New York: W. W. Norton and 
Company, Inc., 1952. Pp. vii, 476. $7.50. 


To review a book of this nature from an impartial position is no 
easy task. By its title, one is immediately suspicious that an uneasy 
mixture is to be the probable result. In the present development of 
Law and Psychiatry as individual and separate “sciences,” concepts, 
approaches, and even methods of thinking differ. To combine such 
divergencies in one volume and expect a completely harmonious and 
homogenious entity is to expect the impossible. 

The authors should be commended for their attempt to present both 
sides of a most difficult series of problems. They should further be 
commended for having remained descriptive, rather than hypercritical, 
of the approaches of either profession. 

It is through texts of this type that greater understanding will re- 
sult between the two professions. It is possibly significant that this 
appears to be a period of constructive attempt to foster understanding 
between the two professions. Two articles have recently appeared in 
the medical literature bearing on this matter.’ If all lawyers and all 
doctors would read and understand this text, brief articles pleading 
for cooperation would probably be unnecessary. 

Of course, no text of this type is perfect. Criticisms can be leveled 
at specific chapters, and this, unfortunately, is the task of the reviewer. 
After careful review of this excellent text, it is considered that criti- 
cisms are in order, mainly with regard to the medical content. As it 
now stands, the text can be understood and appreciated fully by any 
physician without any undue effort. The medical terms used are 
familiar to him; the descriptions of medical conditions are in the usual 
medical style. 

But what of the average lawyer or law student? It appears that 
the authors, being as highly qualified in their fields as they are, have 
possibly forgotten that psychiatric terms are not so self-evident as 
they might be to one without a thorough background in the field. The 
early chapters of the book, especially chapter three, The Psycho- 
neuroses, are the worst offenders. Granted, this chapter had to dis- 
tinguish between psychoses and neuroses and proceed to describe and 
classify the neuroses. The authors, no doubt, were concerned with 
conservation of space, but unfortunately sacrificed clarity. Even sub- 
headings would have helped to set off the different types of neuroses 
as they were described for the first time in the book in rapid suc- 
cession. Further, footnoting technical terms and supplying definitions 
would have made understanding easier. In many instances the citing 
of case histories was like showing an x-ray to the uninstructed and 
announcing, “just look at that pathology!” without pointing out the 
departures from “normal.” 


1 Lebensohn, Psychiatry and the Law: A Plea for Closer Rapport, 109 Am. J. 
Psyc. 97 (1952), and Shindell, Medicine Versus Law: A Proposal for Settle- 
ment, 151 A.M.A.J. 1078 (1953). 

[ 661 ] 
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The reviewer may be hypercritical on this point, and admittedly it 
is difficult to try to guess how much one would understand who did 
not have special training and background. From the viewpoint of the 
reviewer the book is an excellent review of a complicated and most 
important field. It can be recommended unequivocally, with the 
caveat that one must either read an introductory text on psychiatry 
first or have a medical dictionary at hand while the first few chapters 
are being read, or rather studied. 

For anyone making the appropriate effort, there will be a com- 
mensurate reward, in having received the benefit of an unusual ap- 
proach and understanding of one facet of social existence where there 
has been in the past characteristically more heat than light. 


SIDNEY SHINDELL.* 
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